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Ali Hibbs, who wrote the cover 
package on private equity on page 37, 
reports on all things RIA and M&A 
for WealthManagement.com, including 
the ecosystem of supporting busi- 
nesses. Originally from Texas, Ali 
spent more than 10 years covering 
local and state politics for print publi- 
cations in New York’s Capital District 
before moving to New York City in 
the middle of the global pandemic 
and embarking on a new career in 
finance journalism. She now lives 
happily in Brooklyn with her cats 
Simon and Oliver. 


Anne Field, who wrote “My 

Life as a Client” on page 12, is a vet- 
eran business journalist. Aside from 
WealthManagement, she also writes for 
Bloomberg/BusinessWeek, The New York 
Times and BusinessInsider.com, among 
others. Her other areas of specialty 
include small business and manage- 
ment, in addition to triple-bottom 
line companies. She’s won numerous 
awards for her articles, including 

the American Society of Business 
Publication Editors Award for Best 
How-To Article and Best Case Study. 
She lives in Pelham, N-Y., with her 
husband Geoff Lewis and two chil- 
dren. You can see more of her work by 
visiting www.annefieldonline.com. 


Jason Diamond, who penned the 
piece on page 8 about advisor compla- 
cency, is a vice president and senior 
consultant at Diamond Consultants, 

a recruiting and consulting firm in 
Morristown, N.J. Working on both 
sides of the desk at Merrill Lynch and 
Morgan Stanley provided Jason with a 
real-world perspective of both clients 
and advisors, as well as the firms they 
work for. It’s this unique vantage point, 
and depth of knowledge and empathy, 
plus a natural ability to “connect the 
dots” that have earned Jason the trust 
and respect of the industry’s most 
sophisticated financial advisors at one 
of the nation’s leading recruiting and 
consulting firms. Jason is a graduate of 
Emory University in Atlanta, Ga. with a 
Bachelor of Business degree in finance. 
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REPORTS momuorem 


Legal Battle Between FINRA 


and Frequent Foe Could Be a 
‘Headshot For the Regulator 


UTAH-BASED ALPINE SECURITIES IS CHALLENGING THE CONSTITUTIONALITY OF FINRA. SOME LEGAL 
SCHOLARS THINK IT MAY SUCCEED. BY PATRICK DONACHIE 


A case broiling in 
federal appeals court 

between FINRA and a Salt 
Lake City-based broker- 
age firm is a potential 
“headshot” for the regula- 
tor, according to several 
securities attorneys and 
legal scholars watching the 
proceedings. 

An unfavorable decision 
against FINRA could, at 
a minimum, undercut the 
authority of Wall Street’s 
self-appointed sheriff, 
these scholars say. While 
that may seem hyperbolic, 
they point to recent court 
decisions, including those 
issued by the U.S. Supreme 
Court, that increas- 
ingly call into question the 
constitutionality of self- 
regulatory organizations, 
industry-run watchdogs 
that wield legal judgements 
and hold enforcement 
power. Those decisions are 
beginning to chip away at 
the foundation upon which 
FINRA operates. 

“Ten years ago, these 
arguments were frivo- 


lous,” said James Tierney, a 
professor at the Chicago- 
Kent College of Law. “But 
the Supreme Court has 
made enough room for 
(them) to take hold.” 

The current front on 
the war against FINRA is 
a case brought by Alpine 
Securities, a brokerage 
firm with a long history 
of regulatory skirmishes. 
In August 2019, FINRA 
charged Alpine with mis- 
handling client funds and 
charging unreasonable 
fees, with FINRA expelling 
Alpine from the industry in 
2022. Later, FINRA moved 
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to expedite the expulsion. 

Afterwards, Alpine filed 
a suit in Florida federal 
court (later transferred to 
Washington, D.C.) chal- 
lenging the regulator’s legal 
foundation. The firm won 
a victory last month when a 
three-judge panel agreed to 
halt the FINRA ban as the 
case proceeded. 

“Alpine has raised a 
serious argument that 
FINRA impermissibly 
exercises significant execu- 
tive power,” wrote Circuit 
Judge Justin Walker. 

That argument goes 
like this: FINRA’s “hearing 


officers,” those individuals 
who head the arbitration 
panels that rule on cases 
between FINRA’s enforce- 
ment division and its mem- 
ber firms, are essentially 
judges; they run the “trials,” 
rule on admissibility of 
evidence, issue judgements 
and, in the end, over- 

see enforcement of U.S. 
securities laws and levy 
punishments, even decid- 
ing whether a business can 
continue operating in the 
industry. Yet these individ- 
uals are, by FINRA’s own 
rules, independent opera- 
tors and not accountable to 
anyone in the hierarchies of 
government. That violates 
the Constitution, Alpine’s 
lawyers argue. 

The favorable decision 
for Alpine worries Ben 
Edwards, a professor at the 
William S. Boyd School of 
Law at the University of 
Nevada, Las Vegas, who's 
been following Alpine’s 
dual cases against FINRA. 
He thinks a victory for 
Alpine could pose a “sys- 
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temic risk” to modern 
financial markets, which 
could be thrown into 
turmoil under a toothless 
watchdog and an under- 
funded Securities and 
Exchange Commission— 
under whose purview 
FINRA operates. 

“I think the case has a 
shot,” he said. “But if they 
win, the consequences 
could be terrible.” 

In July, FINRA filed a 
motion to have the Circuit 
Court’s decision over- 
turned, saying Alpine's 
argument relied on legal 
theories that “FINRA is 
not a state actor subject to 
the Constitution's rules on 
appointments.” If FINRA’s 
hearing officers are subject 
to the Constitution, that 
“would effectively decapi- 
tate FINRA’s enforcement 
program” and “destroy 
the self-regulatory model 
that has served the securi- 
ties industry and investors 
so well for decades,” the 
motion reads. 

Miranda Fritz, an attor- 
ney representing Alpine, 
said the firm was the sub- 
ject of “unbelievably aggres- 
sive action” from FINRA 
due to its focus on microcap 
securities. 

“The fact that they do 
not feel they have to abide 
by the Constitution, that 
if you mention the words 
due process to them, the 
response is ‘we are not 
a state actor, it initially 
shocked me,” she said. 
“And then I began to see 
the countless ways that 
the ability to just ignore 


the Constitution has all 
kinds of impacts on the 
way they can go after 
folks in the industry.” 

But Edwards and 
Tierney argue the Alpine 
dispute is the latest case 
affected by a more conser- 
vative Supreme Court with 
“an aggressive anti-admin- 
istrative state agenda.” 

They cited the Court’s 
decision in 2018's Lucia 
v. SEC, in which justices 
ruled against the commis- 
sion that its appointment 
of administrative law 
judges—essentially judges 
that oversee hearings and 
can make decisions deter- 
mining whether sanctions 
are warranted—violates the 
Constitution. 

In this year’s Axon 
Enterprise v. FTC and 
Cochran v. SEC, the Court 
concluded that individuals 
who believe an agency rule 
or decision violates their 
rights can sue that agency 
even before the agency 
makes its own assessment 
of the rules. 

Edwards highlighted 
the 2010 Supreme Court 
case Free Enterprise Fund 
v. Public Co. Accounting 
Oversight Board (PCAOB). 
Though created by 
Congress, the PCAOB’s 
structure is similar to SROs 
like FINRA. 

A D.C. Circuit Court 
judge wrote in that case 
that the PCAOB violated 
the Constitution’s separa- 
tion of powers principles 
and “appointments clause.” 
While the Supreme Court’s 
majority decision did 


not agree on that latter 
point, the author of that 
opinion was Judge Brett 
Kavanaugh, who now sits 
on the Supreme Court. 

And if a ruling cut the 
legs out from SROs like 
FINRA, Edwards asked, 
what would happen to 
the brokerage industry or 
investors’ ability to trade? 

“Courts are not ordi- 
narily well-equipped to 
understand the market 
consequences of their rul- 
ings, so there’s a risk here 
that a court may enter an 
order thinking the market 
will figure it out, but not 
understand the conse- 
quences for that process,” 
Edwards said. 

Even if a ruling merely 
kept FINRA intact but 
reduced its powers, Tierney 
suspects there’d be less 
enforcement because 
FINRAs ability to inves- 
tigate and rule would 
be limited. The SEC 
wouldn't likely bring those 
cases in-house without a 
Congressionally-approved 
boost in resources, and that 
is unlikely, he said. 

To Fritz, the PCAOB 
decision could be a “road- 
map” for FINRA if the 
court rules against it, and 
she said it would not have 
to wreak havoc on the 
financial system. 

“The sky did not fall 
when Lucia was decided 
or PCAOB,” she said. “It’s 
entirely doable for them 
to actually abide by the 
Constitution as they... try 
to deprive people of their 
businesses or livelihood.” E 


BLOTTER 


A Family Affair 
Investment advisor 
brothers Adam and 
Daniel Kaplan were 
arrested and arraigned 
in July, and the charges 
come as they are 
embroiled in a lawsuit 
with Todd Blanche, 

an attorney for former 
U.S. President Donald 
Trump, for malpractice. 

According to the 
Department of Justice, 
the Kaplan brothers 
defrauded dozens of 
clients out of at least 
$5 million between 
2018 and 2022, when 
they were both advi- 
sors at the New York- 
based RIA IHT Wealth 
Management. Many of 
the victims were elderly 
or disabled. 

At IHT, their clients 
paid advisory fees 
based on their amount 
of managed assets, 
generally on a quar- 
terly basis out of their 
brokerage accounts. 
The Kaplans would 
allegedly agree toa 
1% fee but would have 
investors sign advisory 
agreements with the 
fee section kept blank, 
later filling in a higher 
percentage (often 
exceeding 2%). 

The duo also con- 
vinced clients to give 
them access to their 
credit card information 
and brokerage and 
bank accounts, tak- 
ing money from these 
sources for their own 
personal expenses. 

If clients asked, the 
brothers would tell 
them the charges were 
for advisory fees (even 
though they'd already 
been charged). 
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Not Out of the Woods 
The Securities and 
Exchange Commission 
has barred a Georgia- 
based advisor, John J. 
Woods, who swindled 
hundreds of investors 
across 20 states out of 
at least $25 million while 
raising much more. 

The industry bar 
comes as dozens of 
investors in North 
Carolina state court 
sued Oppenheimer & 
Co., the firm Woods was 
affiliated with, alleging 
they were also victims of 
the scheme. 

According to the 
SEC (and DOJ charges), 
Woods had owned a 
fund since 2006 called 
Horizon Private Equity 
Ill, which purchased the 
RIA Southport Capital 
in 2008. 

Federal prosecu- 
tors said the scheme 
began in 2008, when 
Woods and other 
Southport advisors 
promised 7% interest 
on low-risk invest- 
ments in monthly 
installments. But these 
returns were largely 
coming from the influx 
of new and existing 
investors, many of 
whom were retirees. 

By the time the SEC 
shut down the scheme 
in August 2021, the 
fund's investors were in 
the hole for more than 
$110 million in funds 
raised, having lost more 
than $25 million. Four 
hundred investors were 
affected in total, and 
even when the com- 
mission shut down the 
scheme, it was continu- 
ing to bring in about 
$600,000 per month. 


WiserAdvisor 
Acquires Indyfin 


WiserAdvisor, a well- 


known referral-generation 
platform for advisory 
firms, announced it 
acquired Indyfin in early 
August. The mission of the 
combined firms is to help 
advisors in building cred- 
ibility and trust online, 
according to the founders. 

Terms of the deal were 
not disclosed, but the com- 
pany founders said the two 
firms will continue to sell 
their products indepen- 
dently for the next six-plus 
months while they embark 
on integrating and a plan to 
retain all staff. 

In the meantime, the 
two will also work jointly 
on marketing efforts to 
acquire both new advisor 
customers and convince 
existing advisor clients of 
the merits of using both 
products. 

While WiserAdvisor 
has been around for 20 
years, Indyfin launched in 
early 2022 with its inves- 
tor experience platform. In 
addition to its similar advi- 
sor-client matchmaking 
mission, Indyfin provided 
advisors with the ability to 
gather client feedback—as 
well as ratings and reviews 
from them. 


GeoWealth, Halo 
Partner Up 
GeoWealth, a turnkey asset 
management platform 
provider, announced a 
partnership with another 
Chicago-based firm, Halo 
Investing, a fintech plat- 
form that enables advisors 
to compare, buy and man- 
age portfolios that include 
structured notes and other 
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illiquid investments. 
Through the collabo- 
ration, GeoWealth can 
now offer customizable 
structured note portfolios 
as a component of a UMA. 
Advisors will be able to 
view, report and bill at 
the individual sleeve level 
through GeoWealth’s pro- 
prietary sub-accounting 
software, according to 
the company. 


Two Sigma’s 

Venn Launches 
Report Lab 

Two Sigma, a New York- 
based portfolio analytics 
platform, announced it 
launched Report Lab, an 
analytics and presentation 
tool that generates reports 
and proposals for clients. 

The new tool will be 
available to clients on 
Two Sigma’s cloud-based 
Venn software for an 
additional fee. 

NewEdge Wealth—an 
invite-only, boutique RIA 
subsidiary of NewEdge 
Capital Group based in 
Stamford, Conn. serving 
ultra-wealthy clients— 
served as a beta tester and 
advisor for Report Lab. 

Developed with feed- 
back from existing cli- 
ents, including NewEdge 
Wealth, Report Lab seeks 
to streamline the proposal 
process using insights from 
Venn. Report Lab can 
combine analytics from 
multiple sources to con- 
struct presentations and 
investment summaries. In 
addition to the Report Lab 
feature, Venn features an 
end-to-end workspace to 
run risk analyses and com- 
municate them, according 
to the company. Venn seeks 


to help investors manage a 
portfolio’s exposures and 
expected return. 


ForwardLane 
Launches 
Generative Al 
Product Emerge 
Machine intelligence 
developer and provider 
ForwardLane announced 
its new generative AI prod- 
uct called Emerge. 

The technology is 
meant to assist advisors, 
wealth managers and 
insurance professionals 
with automated client data 
analysis and delineating 
insights from all manner 
data and documents in a 
transparent and secure way 
and then, in turn, propos- 
ing next best actions where 
appropriate. 

The firm’s founder and 
CEO, Nathan Stevenson, 
described Emerge as an 
“applied Generative AI 
solution,” which brings 
together the best features 
and functions of the 
company’s Visual Insight 
Generator (ViGOR) and 
privacy-friendly Emerge- 
GPT, which will allow 
financial services firms 
to use existing data and 
data science investments 
to deliver insights to 
advisors, sales and other 
professionals. 

ViGOR is a zero-code 
tool that allows non-tech- 
nical users to get insights 
from data using natural 
language. Combined with 
ForwardLane’s existing 
Next Best Action platform, 
EMERGE is meant to 
provide customer financial 
services firms with holistic 
and predictive insights into 
the needs of end clients. 


== CAMBRIDGE 


A STORY OF 
INSPIRED VISION 
Eric Schwartz 

From the very beginning, 
Eric's vision was simple. 


Treat people well. 


Hear Eric's full story at 
www.joincambridge.com/discover 


Member FINRA/SIPC 


Six Reasons Advisors 
Get Stuck in the 
Status Quo 


COMPLACENCY IS A FUNNY THING: IT'S EASY TO FALL INTO AND HARD TO GET 


OUT OF. 


It happens to the best 
of us: Things seem good 
enough, and then “status 
quo mindset” creeps in. 
It’s a natural progres- 
sion, especially on the heels 
of extended bull markets 
when most advisors are 
enjoying record success. 
Advisors fall into refrains 
like, “Iam crushing it 
financially. Things could 
be a whole lot worse.” And 
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my favorite, “There’s no 
such thing as perfection 
anywhere.” 

There is nothing inher- 
ently wrong with that 
thinking: So long as you 
feel you are living a con- 
gruent life (that is, a life in 
which your personal and 
professional goals align 
with the platform afforded 
by the firm). 

In fact, a sense of incon- 
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gruence between advisor 
and firm often drives 
movement. Historically, 
however, advisor move- 
ment has been a largely 
reactive process: An advi- 
sor gets frustrated, fed 
up or even loses a client, 
so they decide to con- 
sider options elsewhere. 
Excitingly, we are seeing 
a much more proactive 
mindset in recent years, 


whereby advisors make 

a change not just because 
they are running from 
something but because they 
are intrigued enough to 
run to something. 

But complacency is a 
funny thing. It’s easy to 
fall into and much harder 
to get out of. You know in 
your heart that something 
is not quite right, yet you 
have not given yourself 
permission to imagine 
something better. 

Advisors trapped by the 
“status quo mindset” often 
share one or more of these 
six justifications for not 
upsetting the proverbial 
apple cart. But by thinking 
critically about each, you 
can, if needed, find a way 
out and fully assert your 
agency, control and voice: 


1. No one likes a com- 
plainer. What if I told 
you that it’s OK to com- 


plain? That, if done prop- 
erly, complaining can 
actually be productive, 
effective, and reward- 
ing. By no means am I 
advocating complaining 
for complaining’s sake, 
but instead doing so with 
a goal in mind: to affect 
positive change. Advisors 
often share with us that 
while things aren't per- 
fect at their current firm, 
they are enjoying tre- 
mendous financial suc- 
cess beyond their wildest 
dreams. So what right 

do they have to com- 
plain? I believe verily that 
this thinking is flawed: 
Just because you are 
successful doesn’t mean 
that you aren't entitled to 
want more. People may 
not love complainers, but 
the squeaky wheel gets 
the grease. 

. My team doesn't pull 
their weight. This is 
incredibly valid. After 
all, if you can't rely on 
your team, it’s difficult to 
fathom making a transi- 
tion—which entails rig- 
orous work in the short 
term. And the only real 
remedy is to work hard 
to get the right people on 
the bus. Otherwise, you 
will always be a hostage 
to the status quo. 

. My partner doesn't feel 
like I do. Let’s tackle 
this one in two parts: 
First and foremost, are 
you absolutely sure that’s 
the case? Often partners 
hide their true feelings 
about their firm for fear 
that it will spark conflict 


and turmoil within the 
team. An open and hon- 
est conversation might 
go a long way. But if you 
are indeed right that 
your partner is not on 
the same page as you, 
it’s time for some good 
old-fashioned soul- 
searching. How critical 
is your partner to your 
business? Is it worth the 
pain of staying put not 
to upset the apple cart? 
Might your partner be 
compelled to make a 
change with you even 

if they are less unhappy 
than you are? 


4. I'm loyal to my firm 


and/or manager. That’s 
incredibly admirable; 
for some, it’s reason 
enough to stay with one 
firm forever. But it’s 
increasingly common to 
see even one-time lifers 
change jerseys if they 
feel they might be better 
served elsewhere. After 
all, even the most fervent 
loyalty has its limits. 
Typically, it’s great to be 
loyal, so long as that loy- 
alty isn’t impacting your 
ability to serve clients 
or grow your business 
without limitation. 


5. I’m fearful of a transi- 


tion. A firm transition 
is a major life event, and 
it should scare you—at 
least to some extent. 

It’s disruptive, a hassle 
and a lot of work. But 
keep your eye on the 
prize, and remind your- 
self often why you are 
considering change to 
begin with. Sometimes, 
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the long-term gain is 
well worth the short- 
term pain. 

6. My book has elements 
that are not portable. 
Until now, we have 
focused on internal fac- 


tors that prevent advisors 


from making a move. 
But what about when 
it’s your clients that are 
keeping you in place? It 
really depends on how 
much pain youre in and 
how much you stand to 


lose. For example: If your 


book is 90% institutional 
and non-portable, you 
would need to be incred- 
ibly unhappy to consider 
a change. But, if 20% of 


your book is plugged into 


the firm’s investment 
bank and non-portable, 
you may well decide it’s 
worth leaving that sleeve 
of business behind if 


need be because a change 


would be meaning- 


fully better in other ways 


(including, presumably, 
the ability to grow and 
make up some or all of 
the lost revenue). 


None of this is to 
suggest that all advisors 
should make a change or 
that the above six factors 
are not perfectly valid 
reasons for staying witha 
particular firm. For many 
advisors, staying put is the 
right (and indeed the easi- 
est) path. But it’s essential 
to make sure these fac- 
tors aren't being used as a 
crutch or an excuse, even 
when it no longer serves 
you or your clients. E 


We are seeing 

a much more 
proactive 
mindset in 
recent years, 
whereby advisors 
make a change 
not just because 


they are running 
from something 
but because they 
are intrigued 
enough to run to 
something. 


MORE PRACTICE MANAGEMENT: 


http://wealthmanagement 
.com/practice-management 


Jason Diamond 


is vice president, senior consultant 
of Diamond 
Consultants—a 
) nationally recognized 
| recruiting and 
| consulting firm based 
Á in Morristown, N.J. 
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Lazetta Rainey Braxton (left) 
and her daughter, Karis, 
celebrate her graduation from 
high school. 


Almost 18 years ago, 
the universe gifted my hus- 
band and me with a beauti- 
ful, precocious baby girl. As 
a first-time mom living in 
a city far from our parents, 
I worked for a wealth man- 


agement firm new to young 
moms. Immediately, I knew 
the demands as a wife of a 
mover-and-shaker, mother 
of precious baby and the 
first vice president report- 
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Lessons From The 
ai ai 
Mompreneur Journey 


WOMEN RIAS HAVE THE OPPORTUNITY TO CREATE THRIVING, FLEXIBLE 
WORKPLACES THAT PROVIDE ESSENTIAL SUPPORT FOR WORKING MOMS AND 
CAREGIVERS. BY LAZETTA RAINEY BRAXTON 


ing to three principals 
wouldn't afford me the 
time, space or energy to be 
my best self in these roles. 
Fortunately, I met 
Melissa Hammel, CFP pro- 
fessional, who introduced 
me to the world of RIAs, 
fee-only financial plan- 
ning and NAPFA. I viewed 
obtaining the CFP creden- 
tial as an entrepreneurial 
ticket to having a “portable 


business” as a “mompre- 
neur” despite the unclear 
finserv path. 

To recount the journey, 
I gave birth to my daughter 
in 2005, started my online 
CFP courses in 2006 and 
finished in June 2007, 
passed the CFP exam in 
November 2007, obtained 
the right to use the desig- 
nation in February 2008 
and launched my first 
RIA in 2008. I somehow 
navigated the housing 
bubble, relaunched my 
business after three geo- 
graphic moves and held 
various volunteer leader- 
ship positions. 

How I managed to sup- 
port my husband while 
potty training, scheduling 
play dates, visiting doc- 
tors, nursing wounds and 
illnesses, navigating big 
feelings, snuggling with 
our daughter and creating 
websites, templates, work- 
flows, prospect pipelines, 
client experiences, busi- 
ness services and volun- 
teer thought-leadership 
as an RIA business owner 
and financial professional 
still remains a mystery. 
Did I mention that I had 
a full-time federal job as 
TSP trainer for almost five 
years during this period, 
launched a consulting 
business in the last four 
years and never had a full- 
time or consistent babysit- 
ter or nanny? 

The marvel is that my 
mompreneur journey is 
not unique. While it’s not 
clear how many moms are 
represented by the 23.7% of 
women among 96,452 CFP 
professionals or among the 
1,806 Black CFP profes- 
sionals (1.9%), these dismal 


ta Rainey Braxton 
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stats suggest a longstand- 
ing fight to create and hold 
space for married women 
like me who hold roles as 

a full-time mom and as 

an underserved and over- 
looked financial planner 
and business owner. 

I know up close that 
Tm not alone. My business 
partner and co-owner of 
2050 Wealth Partners, 
Rianka Dorsainvil, has 
embraced motherhood 
while running two busi- 
nesses and supporting a 
professionally-thriving 
husband. We started merg- 
ing our financial planning 
practices in late 2019, pub- 
licly launched in February 
2020 and welcomed her 
newest addition to the 2050 
WPs family in March 2020. 

When Hannah Moore 
shared her “Amplified 
Financial Planning Baby 
On Board” LinkedIn 
Series in 2021, my heart 
connected with the com- 
munity she created for 
young finserv moms. I 
admiringly watched her 
build two amazing firms, 
pour her heart into the 
profession and launch the 
FPA Extenship Program 
(now known as “The 
Externship’), all while 
growing her family. As a 
beloved leader, she con- 
tinues to make her mark 
and pave the way for 
Millennials and Gen Z. 

As owners of our own 
RIAs, women in financial 
services have the oppor- 
tunity to create thriving 
workplaces that bring us 
flexibility on our own 
terms and provides essen- 
tial support for working 
moms and caregivers. 

We are gradually making 


strides, noting that “39% of 
women owned all or part 
of their practice versus 63% 
of men” according to a 2014 
CFP Board white paper. We 
recognize that raising an 
RIA business is like rais- 
ing a child—both require 
a great deal of courage, 
capital and commitment to 
something bigger than you. 
Now that I have raised 
my daughter and found 
stability in my RIA and 
consulting businesses, 
these are lessons I learned 
that I hope inspires future 
RIA mompreneurs. 


Map Out the Vision, 
Plan and Finances 
With Your Spouse/ 
Partner. 

If you and your spouse/ 
partner are accustomed to 
you making a W-2 salary 
before starting your RIA, 
the loss of income can be 

a rude awakening. Give 
yourself at least three years 
to start paying yourself and 
a few years later for retire- 
ment contributions. 


Incorporate Self- 
Care into Your 
Routine. 

The amount of work you 
can put into your business 
is endless. Pay yourself 
first with the currency 
of self-care. Build space 
into your workday to be, 
feel and restore. Business 
blues are real! 


Watch Out for 
Mom Guilt. 

There is no one on this 
earth who can give you 
specific instructions on 
how to be a mom, and there 
is no mom like you. Don’t 
compare yourself to any- 
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one. Be nice to yourself and 
realize there is no perfec- 
tion to be experienced. Be 
comfortable with trial and 
error wrapped in love, care, 
vulnerability and transpar- 
ency as your children age. 


Surround Yourself 
With People Who 
Get It. 

It’s hard for people who 
haven't walked in your 
shoes to appreciate the grit 
and grace necessary to be 
a mompreneur. There will 
be times when you experi- 
ence imposter syndrome, 
the overwhelming desire 
to quit and the desire to 
brag about being a badass 
without being labeled as 
overconfident. Know and 
hold close to your tribe 
who celebrate all facets of 
you and your journey. Let 
go of those who require 
more of you than you can 
or should give. 


Celebrate as Often 
as You Can. 

Pull yourself out of the 
grind, take a step back, 
pat yourself on the back 
for doing an amazing job 
and repeat as often as you 
can. Treat yourself to din- 
ner, drinks, a spa, trip to 
the beach, a night alone at 
a hotel—whatever makes 
your heart sing! 

The life of a RIA mom- 
preneur can be a worthy 
adventure and investment 
for you and your family. 
You are presented with the 
opportunity and freedom 
to design the life and legacy 
you desire and deserve. 
Know that you have at least 
three fellow CFP mompre- 
neurs who believe in you 
and are cheering us on! W 


As owners of our 
own RIAs, women 
in financial 
services have 
the opportunity 
to create thriving 


worplaces 

that bring us 
flexibility on our 
own terms. 


MORE PRACTICE MANAGEMENT: 


wealthmanagement.com/ 
practice-management 


Lazetta Rainey Braxton 
is the founder/CEO of 
Lazetta & Associates 
and co-CE0 at 2050 
Wealth Partners. 
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; My: Life as a Client 
‘My Advisor Speaks — 
‘My Language—and 


A LOT CAN BE LEARNED LISTENING TO CLIENTS’ 
EXPERIENCES WITH FINANCIAL ADVISORS—GOOD 


AND BAD. WE TALKED TO ANDREA MAC, FOUNDER 


OF PREQUAL, A REVENUE CONSULTANCY FOR SR 
SALESPEOPLE AND FEMALE COMPANY FOUNDERS == 


Around 15 years 
ago, I decided I should 
start paying more atten- 
tion to my finances. So, I 
began doing more to take 
advantage of some benefits 
offered by my employer— 
an employer-sponsored 
401(k) and a cash balance 
plan. The company that 
managed them would come 
in maybe twice a year, and 
we could book a one-hour 
session with them. They 
would look at how much 
money I’d saved, where 
it was allocated, ask if I 
had any questions and 
discuss general informa- 
tion like saving for college. 
In between, I would try 
to educate myself—read 
books, attend webinars— 
but it wasn’t a high priority. 
My first marriage ended 
about 12 years ago, but we 
never merged our money. 
When I got remarried in 
2015, I had two kids and 
a high-earning salary, my 
new husband had his own 
high-earning salary and 
we had separate portfolios. 
My husband is an engineer, 
very analytical and astute, 


BASED IN SUBURBAN CHICAGO. BY ANNE FIELD 


and he wanted us to be all 
in on our finances. So, we 
merged our checking and 
short-term savings and 
bills. He monitored every- 
thing. Then we kept longer- 
term savings, like broker- 
age accounts, separate. 

He kept meticulous 
records of every account 
and expenses on a spread- 
sheet. But about four years 
ago, I started feeling we 
had enough money that 
somebody who knew 
things we didn’t know 
should be looking at our 
finances. A professional 
colleague referred me to 
someone they used. 

I spoke to the advisor 
first on my own and got 
the basic information: How 
much money did we need to 
have? Why would I want to 
work with him? How much 
does it cost annually? I also 
mentioned that my husband 
would be a harder sell. I 
knew he wondered why he 
should pay somebody to 
make money unless they 
could make more than he 
was himself. 

Afterward, I told my 
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husband we should seri- 
ously consider this advisor. 
The next time I was ona 
call with him, I invited my 
husband to take part. After 
that, we met with a team of 
people my advisor thought 
would be the right fit for 
us. That included a strong 
woman interested in female 
economic empowerment 
and a right-hand man, who 
seemed to talk the same 
language as my husband. 
For me, it felt like an 
easy decision. I really 
trusted this person, and 
an esteemed colleague of 
mine also trusted him. 
But my husband needed 
more qualifications, and 
we had a couple more calls 
with the team before we 
moved our money over. 
They were able to answer 
every one of our questions 
in a concise way. And they 
were able to speak to our 
different approaches—our 
two styles. I was more con- 
cerned about relationship 
issues—would they care 
about me and my business 
and offer other value out- 
side of the monetary, for 


example—and my husband 
was more concerned about 
financial performance. 

Then we met to talk 
over our goals, what we 
wanted our life to look 
like; and they built a 
financial plan for us. The 
process was complicated 
by the fact this was around 
the time I started my busi- 
ness, which affected our 
cash flow. We didn’t quite 
have the required mini- 
mum amount they needed 
to take us on as clients, but 
we were close enough. 

Although we're small 
potatoes for them, I know 
our advisors will invest in 
growing my business, mak- 
ing introductions and con- 
tinually looking for oppor- 
tunities for me. They've also 
demonstrated a level of care 
for us and our family. At the 
very least, they know what’s 
going on in our lives. 

I really appreciate all the 
extra stuff, knowing they're 
in it for the long-haul. My 
husband and I are also in 
this for the long game. The 
ebbs and flows of the mar- 
ket don’t matter. W 
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The (In)Accuracy of 
Market Forecasts 


A LARGE BODY OF EVIDENCE DEMONSTRATES THAT MARKET FORECASTS FROM 
‘GURUS’ HAVE NO VALUE IN TERMS OF ADDING ALPHA. BY LARRY SWEDROE 


The financial media 
tends to focus much of its 
attention on market fore- 
casts by so-called gurus. 
They do so because they 
know it gets the invest- 
ment public’s attention. 
Investors must believe 
they have value or they 
wouldn't tune in. 

Yet, a large body of 
evidence demonstrates 
that market forecasts 
from gurus have no value 
in terms of adding alpha 
(though they provide me 
with plenty of fodder for 
my articles)—the accuracy 
of ‘expert’ forecasts is no 
better than one would ran- 
domly expect. For inves- 
tors who haven't learned 
that such prognostications 
should only be considered 


AN 
entertainment, or what 
Jane Bryant Quinn called 
“investment porn,” they, 
in fact, have negative value 
because they can tempt 
investors to stray from 
well-developed plans. This 
danger is especially acute 
when forecasts confirm 
the investor’s own views, 
subjecting them to confir- 
mation bias. 

Despite the evidence, 
many investors rely on 
market experts and fore- 
casters when making 
investment decisions. To 
determine if that is wise, 
we'll review the empirical 
findings from two studies 
on the accuracy of guru 
forecasts. 

The CXO Advisory 
Group set out to determine 


if stock market ‘experts, 
whether self-proclaimed 
or endorsed by others, reli- 
ably provide useful stock 
market timing guidance. 
To find the answer, from 
2005 through 2012, they 
collected and investigated 
6,584 forecasts for the U.S. 
stock market offered 
publicly by 68 experts: 
bulls and bears employing 
technical, fundamental and 
sentiment indicators. They 
selected experts, based 
on web searches of public 
archives, with enough 
forecasts spanning enough 
market conditions to gauge 
accuracy. They found: 
Across all forecasts, 
accuracy was worse than 
the flip of a coin—on aver- 
age, just under 47%. 


The distribution of 
forecasting accuracy by the 
gurus looked very much 
like the bell curve—what 
you would expect from ran- 
dom outcomes. 

The highest accuracy 
score was 68% and the low- 
est was 22%. 

There were many well- 
known forecasters among 
the “contestants.” Here are 
five of the more famous, 
each of whom makes 
regular appearances on 
CNBC, along with their 
forecasting score: 


1. Jeremy Grantham, chair- 
man of GMO LLC, a 
global investment man- 
agement firm, 48%; 

2. Dr. Mark Faber, pub- 
lisher of The Gloom, Boom 
and Doom Report, 47%; 

3. Jim Cramer, CNBC 
superstar, 47%; 

4. Gary Shilling, Forbes col- 
umnist and founder of A. 
Gary Shilling & Co. Inc., 
38%; and 

5. Abby Joseph Cohen, 
former chief U.S. 
investment strategist at 
Goldman Sachs, 35%. 


Only five of the 68 had 
scores above 60% (among 
them was David Dreman, 
with a score of 64%), and 
12 had scores below 40%. 
Also noteworthy is that 
strategies based on fore- 
casts may have no costs 
but implementing them 
certainly does. 

David Bailey, Jonathan 
Borwein, Amir Salehipour 
and Marcos López de Prado 
found similar evidence in 
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their study “Do Financial 
Gurus Produce Reliable 
Forecasts?” Their focus was 
on forecasts made for the 
S&P 500 Index. They found: 


e Only 48% of all forecasts 
were correct; 
e 66% of the forecasters had 
accuracy scores of less 
than 50%—worse than 
randomly expected; 
40% of forecasters had 
accuracy scores of 40%- 
50%; 19% had scores of 
30%-40%; 4% had scores 
of 20%-30%; and 3% had 
scores of 10%-20%; and 
18% of forecasters had 
scores of 50%-60%; 10% 
had scores of 60%-70%; 
and 6% had scores of 
70%-80%. 


Among the notables 
with poor accuracy scores 
were Jeremy Grantham, 
41%; Marc Faber, 39%; Jim 
Cramer, 37%; Abby Joseph 
Cohen and Gary Shilling, 
34%. Robert Prechter 
(famous for the Elliott Wave 
Theory), had a score of 17% 
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64%-68% 
68%-72% 
72%-18% 
76%-80% 
80%-84% 
84%-88% 
88%-92% 
92%-96% 
96%-100% 


(the worst score). Among 
the notables with the best 
scores were David Dreman, 
70%; Louis Navellier, 

66%; Laszlo Birinyi, 

64%; and Bob Doll, 60%. 
The best score was John 
Buckingham’s 79%. 


The Value of Survey 
Forecasts 
While the evidence dem- 
onstrates that acting on the 
forecasts of market gurus 
is likely not profitable, 
perhaps survey forecasts 
(the collective wisdom of 
crowds) do add value. 
Songrun He, Jiaen Li, 
and Guofu Zhou, authors 
of the March 2023 study 
“How Accurate Are Survey 
Forecasts on the Market?”, 
sought to answer that ques- 
tion. They examined three 
sets of survey forecasts on 
the market return: 


e The “Livingston Survey” 
(LIV), a biannual survey 
(June and December 
every year) about the U.S. 
economy—the S&P Index 


in particular—conducted 
by the Federal Reserve 
Bank of Philadelphia. 
The respondents are 
drawn from practitioners 
and economists (profes- 
sional forecasters) from 
industry and academic 
institutions. About 90 
participants are on the 
mailing list, of which 55 
to 65 respond to the sur- 
vey each time. 

“The CFO Survey,” a 
quarterly survey of U.S. 
financial profession- 

als about the financial 
outlook of their firms, 
sampling approximately 
4,500 CFOs of which 
about 400 respond. The 
data prior to April 2020 
can be accessed at Duke’s 
Fuqua School of Business, 
and after that at the 
Federal Reserve Bank of 
Richmond. 

The Nagel and Xu (NX) 
survey, which con- 
solidates various data 


sources, including the 
UBS/Gallup survey, the 
Conference Board sur- 
vey and the University 

of Michigan Surveys of 
Consumers, to form a 
representative survey of a 
typical U.S. household. 


Here is the summary of 
their key findings: 

None of the survey fore- 
casts beat a simple random 
walk forecast that predicted 
the future returns by using 
their past sample mean. For 
a mean-variance investor 
who allocated between the 
market and risk-free asset 
with a typical risk aversion 
of 3, the investor would 
have been substantially 
worse off (losing 1% to 18% 
per year) switching from a 


random walk belief to using 
one of the survey forecasts. 

While both profession- 
als and individuals failed 
to outperform the naive 
prediction of the historical 
average, the professional 
forecaster survey expecta- 
tions produced even worse 
results (R-squared ranging 
from -51.69% to -12.47%) 
than individual investors 
(R-squared = -0.42%). The 
CFO survey expectations 
produced better predict- 
ability, R-squared = 2.36% 
(1.27% using the median 
expectation). However, the 
positive results were statis- 
tically insignificant. 

If surveys failed to add 
value in predicting the 
markets, He, Liand Zhou 
questioned if another 
candidate could. They 
examined whether the short 
interest index, which is an 
aggregated short interest 
of all short sellers in the 
market, would consistently 
beat the random walk, and 
if it could perform better 
than pooling 14 commonly 
used macroeconomic 
variables. They found that 
the short interest index 
performed best, with an 
out-of-sample R-squared 
ranging from 6.4% to 
16.63% (versus 4.66% for the 
macroeconomic variables). 


Not Even the Fed 
Knows What Will 
Happen 

Here’s an illustrative exam- 
ple of the difficulty of add- 
ing value through forecast- 
ing the economy and mar- 
kets. One would assume 
that if anyone could accu- 
rately predict the path of 
short-term interest rates, 

it would be the Federal 


INVESTMENT / The (In)Accuracy of Market Forecasts 


Reserve—not only are they 
professional economists 
with access to a tremen- 
dous amount of economic 
data, but they set the Fed 
funds rate. The first chart 
on the right illustrates the 
Federal Reserve's forecast 
of the number of interest 
rate increases it would 
implement in 2022 and 
the implied forward rates. 
It demonstrates that the 
Fed believed they would 
increase rates just three 
times and that their policy 
rate would end the year 
below 1%. 

Yet, as the second table 
on the right shows, the 
Federal Reserve raised 
the Fed funds rate seven 
times in 2022, ending the 
year with the target rate at 
4.25%-4.5%. If the Federal 
Reserve, which sets the Fed 
funds rate, can be so wrong 
in its forecast, it isn’t likely 
that professional forecasters 
will be accurate in theirs. 

Market movements are 
often dominated by surpris- 
es, which by definition are 
unforecastable. One of the 
surprises, at least to the Fed, 
was that inflation turned 
out to be much higher than 
its forecast. Its December 
2021 forecast for 2022 infla- 
tion was for the core CPI to 
be between 2.5% and 3%. 
Inflation turned out to be 
more than double that. 


Investor Takeaways 
Despite their greater finan- 
cial literacy, the ‘gurus’ 
produced significantly 
worse forecasts than the 
average household. The 
takeaway is that market 
forecasts should be ignored, 
regardless of whom they 
come from—professional 


FOMC Meeting Date Rate Change (bps) Federal Funds Rate 
July 26, 2023 +25 5.25% to 5.5% 
May 3, 2023 +25 5% to 5.25% 
March 22, 2023 +25 4.15% to 5% 
Feb. 1, 2023 +25 4.5% to 4.75% 
Dec. 14, 2022 +50 4.25% to 4.5% 
Nov. 2, 2022 +75 3.75% to 4% 
Sept. 21, 2022 +15 3% to 3.25% 
July 27, 2022 +75 2.25% to 2.5% 
June 16, 2022 +75 1.5% to 1.75% 
May 5, 2022 +50 0.75% to 1% 
March 17, 2022 +25 0.25% to 0.5% 


economists or market 
gurus. Investors are best 
served by having a well- 
thought-out plan, includ- 
ing rebalancing targets, 
and sticking to that plan. 
That’s the warning Warren 
Buffett offered in his 2013 
letter to Berkshire share- 
holders: “Forming macro 
opinions or listening to the 
macro or market predic- 
tions of others is a waste of 
time. Indeed, it is danger- 
ous, because it may blur 
your vision of the facts that 
are truly important.” E 
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Buyers and Sellers Stuck 
in Pricing Standoff 


THE BID-ASK GAP IN THE COMMERCIAL REAL ESTATE MARKET HAS CREATED A MASSIVE 
FALLOFF IN TRANSACTION VOLUME IN 2023. BY BETH MATTSON-TEIG 


After a whopping 11 
Fed rate hikes, commercial 
real estate investors are still 
grappling with the same 
issue they have been bat- 
tling for months—pricing 
uncertainty. And it remains 
to be seen just how long the 
divide between buyers and 
sellers will last. 

“We're definitely in a 
very different environment 
than we were a year ago,” 
said Jim Costello, chief 
economist—Real Assets at 
MSCL Interest rates had 
started to increase but 
were still relatively low 
and investors were hungry 
for yield. In fact, second 
quarter 2022 was a record 
quarter for transaction 
volume. Ever since then, 
it has been a story of fall- 
ing volume and challenges 


related to pricing, he added. 
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According to MSCI, the 
$175.9 billion in sales dur- 
ing the first half of this year 
was down 58% compared 
to the prior year. 

The below average deal 
volume is one obvious 
indicator that the bid-ask 
gap is still very much in 
play. However, there is 
some evidence of progress 
in the pricing reset. The 
latest MSCI CPPI from 
July shows a 10.2% year- 
over-year decline in pricing 
across all property types, 
while the latest Green Street 
CPPI shows a 12% average 
drop. MSCI is tracking 
transaction data, while 
Green Street is gauging 
market values in the public 
REIT universe. “Prices are 
down, but not as far down 
as buyers of assets want 
them to be,” says Costello. 


The bid-ask gap has 
been fueled largely by Fed 
rate increases to the federal 
funds rate and an increase 
in SOFR from near zero 
to 5.3% over the past 16 
months. Liquidity from 
lenders also has tightened. 
“In the latter half of 2022 
we started to experience a 
deep freeze in credit mar- 
kets, but deals were still 
moving because property 
income was rising quickly 
and expenses were mod- 
erating,” said Anthony M. 
Graziano, CEO of Integra 
Realty Resources. By the 
first quarter, income funda- 
mentals in all classes of real 
estate had started to erode, 
while expenses spiked, 
particularly on insurance 
and labor costs. “I think 
the bid-ask is widening at 
the moment where buyers 


are still projecting stronger 
rent increases than buyers 
believe,” he said. 

The transaction market 
isn't likely to thaw until 
seller pricing resets to 
account for increased risk. 
In addition to market risk, 
buyers are wary of liquidity 
risk and challenges of being 
able to sell on demand. 
“Only the long-term money 
is going to play—and it’s 
going to want a deep dis- 
count or higher return 
premium in exchange for 
poor capital liquidity,” said 
Graziano. 


Uncertainty ham- 
pers repricing 
The market is still in the 
relatively early stages of 
repricing assets, and the 
reality is that it is tough 
to come to terms on pric- 
ing when there is so much 
uncertainty on the outlook 
for capital costs, demand 
and rent growth. Even as 
annual inflation has nar- 
rowed closer to the Fed’s 
2% target, many owners 
are seeing their operating 
expenses creep higher. 
Valuations are dif- 
ficult across all sectors 
emphasized Graziano. The 
challenges in office and 
retail are based on the lack 
of clarity in fundamental 
demand both currently and 
for the foreseeable future. 
Apartment and industrial 
assets are difficult because 
the future income-expense 
fundamentals are no longer 
valid with a deceleration in 
rent growth and increase 
in operating expenses. 
“The most difficult asset 
to value at the moment is 
land. Everything else is just 
a matter of perspective and 


property-specific market 
research relative to peers in 
the market,” he added. 

Contributing to the 
cloudy picture on com- 
mercial real estate values 
are divergent opinions on 
where interest rates are 
headed. There is some 
hope that the Fed is near- 
ing the end of its rate hik- 
ing cycle. However, while 
some believe that the rate 
environment ahead will be 
“higher for longer,” others 
are holding onto optimism 
that interest rates could 
begin decreasing as soon as 
later this year. “I think most 
investors want to believe 
interest rate cuts are around 
the corner, but mixed views 
abound,” Graziano said. As 
to when rate cuts would 
start, that usually only fol- 
lows a recession, which 
could in turn weigh on 
NOI and values in the near 
term, he added. 

“Direct real estate inves- 
tors are scrutinizing deals 
more heavily, and really 
weighing rent growth 
and demand in the mar- 
ket much more heavily,” 
Graziano said. Two other 
tried and true strategies 
for understanding deal 
fundamentals when pricing 
is uncertain are comparing 
sale prices to replacement 
cost and better under- 
standing the future supply 
pipeline, he says. “At the 
moment, this is not as much 
a pricing problem—we are 
having a liquidity problem,” 
he added. 


Investors Adapt to 
New Paradigm 
When the cost of debt was 
zero and investors were 
hungry for yield, it was 


feasible to buy an asset at 
a 3% or 4% cap rate. Now 
the market is in a new 
paradigm where buyers are 
still trying to figure out the 
right basis. When you think 
about running an exit cap 
rate for a five-year hold, 
are you getting the levered 
return for your investors 
over that hold period? 

Some investors are 
choosing to ignore some of 
the “noise” in the market 
surrounding price fluctua- 
tions and are focusing on 
the property-specific, sub- 
market and micro-market 
dynamics. “While there are 
markets where we would 
avoid purchasing at any 
price, we acknowledge 
that each deal is unique, 
and a one-size-fits-all 
approach isn’t appropriate,” 
said Mark Green, chief 
investment officer at the 
Cottonwood Group, a pri- 
vate equity real estate firm 
based in Los Angeles. 

Cottonwood’s approach 
involves a comprehensive 
evaluation of micro and 
macro market fundamen- 
tals, identifying factors 
that could influence asset 
demand, and assessing the 
leveraged return potential 
based on the associated 
risks. “Our investment 
decisions are based on a 
meticulous understanding 
of the specific property and 
market conditions rather 
than being solely driven 
by general market trends,” 
Green added. 

Jones Street Investment 
Partners sees both sides 
of the bid-ask gap both as 
an investor that is buying 
apartment assets and as an 
apartment developer that is 
selling stabilized assets. “If 
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“Direct real 
estate investors 
are scrutinizing 
deals more 
heavily, and 
really weighing 


rent growth and 
demand in the 
market much 
more heavily.” 
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“We have a lot 
of confidence 
that whatever 
short-term noise 
we're feeling 
from interest 
rates and their 


influence on cap 
rates, that will 
be offset by rent 
growth.” 


MORE INVESTMENT: 


wealthmanagement.com/ 
investment 


youre measuring valuations 
on a day-to-day or week-to- 
week basis, there has cer- 
tainly been a reset in pric- 
ing compared to where we 
were six or 12 months ago,” 
said Matt Frazier, CEO of 
Jones Street Investment 
Partners, an apartment 
investor and developer. “We 
tend to think about things 
with a longer-term time 
horizon though, and we 
have a lot of confidence that 
whatever short-term noise 
we're feeling from interest 
rates and their influence on 
cap rates, that will be offset 
by rent growth.” 

Jones Street is focused 
on the Northeast and Mid- 
Atlantic markets where 
occupancies are still high 
and rent growth is positive. 
“We've been preparing for 
a recession for 12 months, 
and so far, we haven't seen 
any evidence of it,” Frazier 
said. “So, while it may be 
true that cap rates today, or 
at some point in the short- 
term future, are higher than 
where they were a year or 
two ago, whatever influ- 
ence that has on valuations 
will be offset by growth in 
net operating income.” 


Waiting for a 
Bottom 
For those looking for a ball- 
park number, the headline 
view is that there has been 
a 10% to 15% discount on 
prices. The reality is that 
the reset in prices is highly 
situational depending on 
the property type, geo- 
graphic market and under- 
lying fundamentals. 

Office has been the most 
negatively impacted, and 
it also is the sector where 
there is more fear that pric- 
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ing could drop significantly 
lower. The Green Street 
CPPI shows a decline in 
office values of 27% com- 
pared to an 8% decline in 
the broader MSCI CPPI. 
There is significant uncer- 
tainty around where tenant 
demand will come from, 
and how much money a 
buyer might have to put 
back into a property to 
attract tenants. Liquidity for 
office also is tighter. So, for 
investors that might be still 
looking to acquire office 
assets, they're likely going 
to need a lot of additional 
equity for improvements on 
top of the equity they need 
to close a transaction. 

For investors evaluat- 
ing opportunities in the 
office sector, their primary 
focus is to accurately gauge 
the true demand for the 
property, noted Green. 
Additionally, investors also 
pay close attention to loca- 
tion in a market, amenities 
and where the asset falls 
on the spectrum of a class- 
A property or a property 
of older vintage, as those 
factors can significantly 
impact the investment 
potential and overall strat- 
egy. “Potential buyers are 
exercising caution and hes- 
itating to enter the office 
sector too early, as they 
fear that pricing may 
undergo further adjust- 
ments and potentially 
decrease,” he said. However, 
Green also believes that 
interest rates will eventu- 
ally stabilize, and investors 
will regain confidence in 
the office sector. 

Digging into the pricing 
and transaction volume also 
shows some bifurcation in 
the market in certain sec- 


tors, notably, office, retail 
and hotels. For example, the 
limited-service segments 
of the hotel market are per- 
forming well, while many 
full-service hotels have had 
a tougher recovery. The 
MSCI CPPI data showed 
the biggest decline in hotels 
with a drop of 11.7%. “I sus- 
pect that the pricing trends 
that we're seeing for hotels 
is really tied to the limited 
service sales,” Costello said. 

Across property sec- 
tors buyers are wary of 
getting in too early when 
pricing could adjust lower. 
“It’s hard to see this as a 
bottom right now as long 
as we still have this gap 
with mortgage rates and 
cap rates,” Costello added. 
“Cap rates have been rising, 
but not nearly as much as 
interest rates have risen. 
So, it makes it difficult to 
purchase a property with 
leverage unless you are 
underwriting tremendous 
income growth moving 
forward.” 

One sign that the gap 
may be narrowing is that 
there do seem to be more 
deals hitting the market 
and closing, adds Frazier. 
“There’s also a lot of activ- 
ity just under the surface 
where deals are being 
shown around, not witha 
full marketing memoran- 
dum, but they're available 
for sale. So, we are seeing 
more people getting back 
into the market,” he said. 
“Stabilization in the debt 
capital markets is going to 
give people the certainty 
that they need to start to 
have some conviction on 
valuations. I also think that 
will help to bring more 
activity to the market.” W 


Step up to 
private real estate 


Clarion Partners Real Estate Income Fund 


The future of real estate investing is here. Clarion Partners 
Real Estate Income Fund (CPREX) offers individual investors 
access to private real estate opportunities. 


alternativesbyft.com/cprex 


Alternatives by (Gp) CLARION 
FRANKLIN TEMPLETON. PARTNERS 


All investments involve risks, including possible loss of principal. The Fund’s investments are highly 
concentrated in real estate investments, and therefore will be subject to the risks typically associated 
with real estate, including but not limited to local, state, national or international economic conditions; 
including market disruptions caused by regional concerns, political upheaval, sovereign debt crises 
and other factors. 


Before investing, carefully consider the funa’s investment objectives, risks, charges, 
and expenses. You can find this and other information in the fund's prospectus at 
www.franklintempleton.com. 


© 2023 Franklin Distributors, LLC. Member FINRA/SIPC. Clarion Partners, LLC, and Franklin Distributors, LLC are Franklin Templeton affiliated companies. 
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Wealth Management positivity about their use- alternatives, 29% of clients average. When asked to 

IQ recently surveyed 343 fulness in client portfolios on average have alterna- estimate what the user per- 
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Advisors extremely/very confident in their knowledge of: 


Publicly-traded REITs 55% 
Physical Residential Real Estate 
Private Equity 


Liquid Alternative Mutual Funds 


Liquid Alternative Exchange-Traded 
Funds 


Hedge Funds 

Physical Commercial Real Estate 
Non-traded REITs 

Structured Products (CLOs, CDOs, etc. 
Real Assets (Infrastructure 

Private Debt 


Limited Liquidity Funds (Interval Funds) 


Land 
Business Development companie Advisors’ confidence in their 
wen knowledge of the wide array 
of alternative investments 
varies considerably. 


Secondaries 


Cryptocurrency 


Collectibles 


Tender-Offer Funds 
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point gain to a mean of 
37%, with alternative assets 
accounting for 18% of port- 
folio value, on average. 

Some 71% of advisors 
said that alternatives were 
definitely or probably a 
good investment for their 
clients and that offering 
advice on alternatives has 
helped their business by 
increasing client satisfac- 
tion (62%), retaining exist- 
ing clients (56%), growing 
assets under management 
(46%), and increasing cli- 
ent involvement (36%). A 
majority—60%—say they 
are definitely or possibly 
looking to expand the alter- 
native investments part of 
their business. 

Advisors’ confidence 
in their knowledge of the 
wide array of alternative 
investments varies 
considerably, however. 
Respondents generally 
are most secure using 
alternatives that have long 
histories and are among 
the least esoteric offerings, 
namely publicly traded real 
estate investment trusts, 
physical residential real 
estate and liquid alternative 
mutual funds and 
exchange-traded funds. 


Products and 
Their Use 
Client usage of alternative 
products varies, with liquid 
alternative investments, 
such as mutual funds and 
ETFs, the most widely used, 
along with private equity 
and physical real estate. 
Advisors report using 
alternatives to accomplish 
several portfolio objectives. 
These include diversifica- 
tion, which was noted as 
critical or very important 
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Liquid alts currently used by clients 


69% 


Publicly traded REITs 


by 79% of respondents, 
providing non-correlation 
to other asset types (66%), 
asset value growth (62%), 
wealth preservation (61%), 
downside risk protec- 
tion (61%), an inflation 
hedge (54%), income (47%), 
tax advantages (46%), an 
interest-rate hedge (37%) 
and help in reaching estate 
planning goals (33%). 

To fund allocations to 
alternatives, 67% of advi- 
sors say they typically 
reduce their allocations 


61% 59% 


Mutual funds ETFs 


Client usage of alternative 
products varies, with liquid 
alternative investments being 


the most widely used in client 
portfolios. 


to both equities and fixed 
income, while 18% say they 
reduce only equities and 
15% say they reduce only 
fixed income. 

Nearly equal percentag- 
es of advisors (43% and 41%, 
respectively) say that clients 
seek a return of between 
5% and 9% or between 10% 
and 14% per year when 
investing in alternatives. 
Given the range of desired 
returns, the estimated mean 
annual return sought by 
clients is 9%. E 
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Latest Federal Loan 
Developments 


LOOKING BEYOND LOAN FORGIVENESS. 


It’s challenging to 
keep up with all the devel- 
opments in the federal 
college loan space, but it’s 
important to understand 
them because they will be 
hugely important to mil- 
lions of borrowers. 

The media focused a 


great deal of attention on 
the U.S. Supreme Court’s 
ruling that squashed the 
Biden administration's 
attempt to forgive up to 
$20,000 in loan debt for 
millions of borrowers. 
But for many Americans, 
other federal college loan 
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changes will arguably be 
more important. 

Here are two such 
developments you should 
know about: 


Saving on Valuable 
Education 
Right after the U.S. 


Supreme Court ruled on 
the loan cancellation case, 
the U.S. Department of 
Education rolled out the 
final version of a dramati- 
cally restructured income- 


driven repayment option 
that will be an improve- 
ment for many borrowers. 
The restructured repay- 
ment plan, called Saving 
on Valuable Education, 
represents a superior deal 
financially than a current 
IDR option called Revised 
Pay As You Earn. SAVE will 
take over the REPAYE plan 
and those currently in the 
REPAYE plan will be auto- 
matically enrolled in SAVE. 
Here are some attrac- 
tive features of SAVE: 
Millions of lower 
income borrowers will 


Photo: Kameleon007/iS 


WEALTH PLANNING 


never have to repay any of 
their student loans. That’s 
because the discretionary 
income exemption for pay- 
ments will rise from 150% 
of the federal poverty line 
to 225%. A single borrower 
making $32,800 and a fam- 
ily of four earning $67,500 
will owe nothing. 

In addition, payments 
on undergraduate loans 
will be cut from 10% 
to 5% of income above 
225% of the poverty line. 
Graduate loan payments 
will be 10%. Borrowers 
who have undergraduate 
and graduate loans will 
pay a weighted average of 
between 5% and 10% of 
their income based on the 
original principal balances 
of their loans. 

Another major benefit 
of SAVE is that the plan 
eliminates 100% of remain- 
ing interest for federal 
loans after monthly pay- 
ments are made. If you 
make your monthly pay- 
ment, your loan balance 
won't grow due to unpaid 
interest. Traditionally, 
interest capitalization has 
been a major culprit of 
ballooning balances, even 
after borrowers have faith- 
fully made years of repay- 
ments on their IDR plans. 

The end of interest 
capitalization will be 
monumental, and the big- 
gest beneficiary will be 
borrowers who racked up 
considerable debt obtain- 
ing a graduate or profes- 
sional degree. This is one 
of the reasons why I think 
SAVE will trigger a big 


jump in college borrow- 
ing. Basically, the federal 
government will be giving 
individuals in graduate 

and professional schools an 
interest-free line of credit. 

In another significant 
change, married borrowers 
will now be able to exclude 
their spouse’s income by 
using the married filing 
separately option, which 
REPAYE never allowed. 
This new option will have 
to be weighed with the 
greater income tax bill 
that typically is generated 
by filing taxes this way. 
That said, most borrowers 
are expected to come out 
ahead financially. Right 
now, couples who want 
to avoid their partner's 
income choose the federal 
PAYE repayment plan, but 
this plan will stop being 
available to new borrowers 
after July 1, 2024. 

Under SAVE, the fed- 
eral government will for- 
give a loan after 20 years of 
payments for undergradu- 
ate borrowers and 25 years 
for graduate borrowers. 
Borrowers who owe less 
than $12,000, however, will 
have their loan balance dis- 
appear after 10 years. 

While SAVE will be 
the best choice for mil- 
lions of Americans saddled 
with federal student loans, 
it won't always be the 
best option for everyone. 
Consequently, it’s crucial 
that your clients use a 
loan repayment calculator 
before making any move. 
The tool that I'd highly 
recommend is offered 


for free via Student Loan 
Planner. Student Loan 
Planner is an excellent 
source for student loan 
news and analysis. 
Borrowers have tradi- 
tionally been able to move 
from one federal income- 
driven plan to another, 
but that will be ending in 
the future as the federal 
government tries to steer 
borrowers into the SAVE 
option. Consequently, it’s 
important to pick the most 
appropriate repayment 
plan before switching is no 
longer available. 


The Federal Student 
Loan Payment 
Freeze Ends 
After a 3 1/2 year hiatus, 
borrowers must resume 
their federal student 
loan payments starting 
in October. The Biden 
administration is con- 
cerned that some borrow- 
ers still won't be able to 
afford their payments so 
they are making the reen- 
try into payment easier. 
Borrowers can opt to 
delay payments for another 
12 months (October 2023 
to September 2024), but 
unlike during the payment 
pause that started in the 
early days of the pandemic, 
the interest on these loans 
will start accruing again. 
During the 12-month 
period, the individuals 
who don’t start repaying 
in October will not have 
their missing payments 
reported to the credit 
bureaus or referred to debt 
collection firms. E 


Due toa 
restructured 
repayment 
plan, millions 
of lower income 
borrowers will 


never have to 
repay any of 
their student 
loans. 


MORE WEALTH PLANNING: 


wealthmanagement.com/ 
wealth-planning 


Lynn O’Shaughnessy 


is a nationally recognized higher-ed 
speaker, journalist and author of The 
College Solution. She 
writes about college 
for CBS MoneyWatch 
and her own blog, 
TheCollegeSolution.com. 
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WEALTH PLANNING 


BY MARK MILLER 


Retirement Risk 
Isn't Just a Middle- 
Class Problem 


MANY AFFLUENT HOUSEHOLDS ALSO FACE SIGNIFICANT CHALLENGES. 


Retirement planning 
is all about the income. 
But more than that, it’s 
about your clients’ abil- 
ity to replace working 
income in retirement, that 
is, maintaining a standard 
of living. 
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Many retirement ana- 
lysts, myself included, have 
focused on the likelihood 
that many middle- and 
lower-income households 
must confront the risk of 
a falling standard of liv- 
ing in retirement. Falling 


Social Security replace- 
ment rates, the decline of 
defined benefit pensions 
and defined benefit plans 
that cover only half the 
working population all 
point toward trouble for a 
majority of retirees. 

But here’s something 
I find equally striking: 
Many affluent households 
also face significant retire- 
ment risk. These are the 
people most likely to work 
with financial planners, 
and the numbers tell us 
there’s plenty of reason to 
worry here, too. 

The latest National 
Retirement Risk Index, 
published by the Center 
for Retirement Research at 
Boston College using data 
from the Federal Reserve’s 
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triennial Survey of 
Consumer Finances, finds 
that in 2019, 41% of house- 
holds with high median 
incomes were at risk of a 
falling standard of living 
in retirement. That’s down 
a bit from 43% in 2010, but 
substantially higher than 
in 2004, when 36% were at 
risk. The numbers look a 
little better when measured 
using a ‘wealth’ yardstick 
rather than income: 28% of 
affluent households were at 
risk in 2019. 

And the NRRI’s income 
assumptions, arguably, lean 
optimistic. For instance, its 
income projections assume 
that all households annui- 
tize all of their assets and 
that they tap home equity 
via a reverse mortgage. A 
relatively small share of 
households make either of 
those moves, let alone both. 

The SCF breaks house- 
hold income into thirds. 
For the top third, the 
median income for a single 
person in her mid-40s 
is $85,000; for couples, 
it’s $248,000. But there’s 
plenty of variation within 
this group. At the lower 
end, many will receive 
a significant amount of 
their retirement income 
from Social Security. But 
pre-retirement income 
replacement rates are fall- 
ing due to the higher full 
retirement age mandated 
by the Social Security 
reforms of 1983. For 
everyone born in 1960 or 
later, the FRA is 67, com- 
pared with 65 before those 
reforms were enacted. 
Every year increase in the 
FRA equates roughly to a 
6.5% cut in benefits. 

Wealthier households 


also have a higher bar to 
clear, notes Angi Chen, 
senior research economist 
and assistant director of 
savings research at CRR. 
“They have a higher stan- 
dard of living to replace 

in order to maintain their 
standard of living, because 
they have earned more.” 
But CRR also has observed 
another worrisome trend 
among wealthier house- 
holds, she adds. “More 
affluent households are 
more likely to have two 
earners, but in some cases 
only one of them is saving 
for retirement.” 

A separate CRR report 
explores this phenomenon. 
It notes that since only 
about half of private sector 
workers have a workplace 
retirement plan at any 
given time, it’s often the 
case that only one person 
in a dual-earner couple is 
saving. “Their target sav- 
ing rate should be higher,” 
Chen says. But the report 
concludes that the spouse 
who is contributing often 
doesn’t recognize the need 
to pick up the slack for the 
nonsaving spouse. 

“Planners should make 
sure when they're work- 
ing with couples that both 
are saving,” she says. “If 
only one is eligible, that 
spouse should be contrib- 
uting for both.” 

CRR and other 
researchers have found that 
most people underestimate 
the risk of outliving finan- 
cial resources. They tend 
to rank stock market risk, 
inflation and even changes 
in retirement policy higher 
than longevity risk. 

And this risk actually 
is higher for wealthier 


people, since they tend to 
rely less on Social Security 
and more on savings, 
which can be exhausted at 
advanced ages. Risk also 
rises for widows, since 
total household Social 
Security income falls 
when one spouse dies— 
typically by about one- 
third. Some expenses fall 
as well, but poverty rates, 
nonetheless, tend to rise in 
these situations. 

Inflation and markets 
are top of mind these 
days for both workers and 
retirees. Taken together, 
these two headline- 
grabbing topics have 
shaken client confidence 
in a way not seen since 
the Great Recession, 
according to the 2023 
Retirement Confidence 
Survey, conducted by 
the Employee Benefit 
Research Institute. The 
survey was fielded during 
January this year, fresh 
on the heels of the sharp 
2022 market declines and 
red-hot inflation. 

This year, 64% of work- 
ers said they are confident 
about their ability to live 
comfortably throughout 
retirement, down signifi- 
cantly from 73% in 2022. 
Among current retirees, 
the comparable figures fell 
from 77% to 73%. The last 
time those figures fell that 
sharply was in 2008, when 
the U.S. was in the grip of 
the global financial crisis, 
according to EBRI. 

For clients, the NRRI 
points to the need to 
focus on building sav- 
ings early and to consider 
strategies for working 
longer and delaying 
Social Security filing. E 


Only about half 
of private sector 
workers have 

a workplace 


retirement plan at 
any given time. 


MORE WEALTH PLANNING: 


http://wealthmanagement 
.com/wealth-planning 


Mark Miller is a journalist 


and author who writes about trends in 
retirement and aging. 
He is a columnist 

for Reuters and 

also contributes to 
Morningstar and the 
AARP magazine. 


WealthManagement.com - Third Quarter 2023 - 27 


4 = y ta x ’ Y 6 U $ fA. a 


Advisor-Recommended | 
Reads For Summer’s End 


NON-FICTION ABOUT HAPPINESS, PURPOSE AND THE PSYCHOLOGY OF MONEY, A THRILLER FROM 
DAVID BALDACCI AND MORE. BY JOHN KADOR 


Summer isagreat | 1, The Good Life: 


time to catch up on read- 
ing, whether it’s that Lessons from the 


professional book you've Worl d 'S Lo ngest 
been meaning to open or S ci entifi c Stu dy of 


a beach novel perfect for 


page-turner diversion. H a p pi ness 
lasked 10 of thebest- | Robert Waldinger and 
read financial advisors I M Schul 
know to think about the arc >chulz 
books they have read so Simon and Shuster, 2023 


far this summer and make 359 pages 
some recommendations. 


Here are nine books, as Stay, 
Recommended by Aka MORE: ip 
well as comments from the 


advisors who recommend Julie Meissner s 

them, well suited for your Founder and CEO andM ‘dinger, MD | 

reading pleasure. Treehouse Wealth eng Schulz, PhD 
Advisors | 

Walnut Creek, Calif. j 


Robere Way 


“I recently read The Good Life for our book club at work. It’s 
the perfect summer read. The book is based on the findings 
from the Harvard Study of Adult Development and dem- 
onstrates how we can make our lives more fulfilling and 
‘happier’ by fostering our connections with others. Giving 
financial advice means being a confidante and a counselor. It 
also implies giving advice about how money can be a tool for 
a happy and fulfilled life. The Good Life is full of practical tips 
about how each one of us can find happiness and how we can 
help others build happier, healthier lives.” 
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2. Find Your Freedom: 
Financial Planning for a Life 
on Purpose 

Jamie P. Hopkins and Ron Carson 
Harriman House, 2022 
336 pages 


Recommended by 
Lawrence Sprung 
Founder 

Mitlin Financial 
Hauppauge, NY. 


“Find Your Freedom is on my summer reading list, and I think 
every advisor can learn from it. The book reminds advisors 
that the journey is personal and stresses the importance of 
finding your own path; one that brings you JOY.” 


FEATURE 


3. The Suicide Index: Putting 
My Father’s Death in Order 
Joan Wickersham 
Mariner Books, 2009 
356 pages 


Recommended by 
Diane Bourdo 
President 

The Humphreys Group 
San Francisco 


“The Suicide Index: Putting my Father's Death in Order 
explores the effects of traumatic loss on survivors follow- 
ing her father’s suicide, and speaks to my interest about 
suicide, its aftermath, and its taboo status in our culture. 
Wickersham’s account is enlightening, brave, surpris- 
ing, funny, and thought-provoking. She explores, with 
refreshing frankness, the impact this tragedy has had on 
her, her immediate family and their community. Despite 
the subject matter, her account isn’t morbid or depressing; 
it’s fascinating and nuanced. It’s an eye-opening look at 
the impact of suicide on surviving family members, and 
it will open your heart with empathy for anyone who has 
experienced this tragedy.” 
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4. The Psychology of Money: 
Timeless Lessons on Wealth, 


Greed, and Happiness 
Morgan Housel 
Harriman House, 2022 
256 pages 


Recommended by 
Dan Lear 

Partner and Financial 
Planner 

Affiance Financial 
Minneapolis 


“If we can convince our clients that wealth depends on 
smart financial decisions, then we can make a positive 
difference in lives regardless of what’s happening in the 
market. I recommend The Psychology of Money for its power- 
ful, real-life examples of behavioral finance. The author 
reminds us that the ability to build wealth requires more 
than just a high rate of return. It relies on behavioral skills 
that you learn and act on throughout your life. It encapsu- 
lates the lessons I try to teach my clients in an easy-to-read 
book, full of anecdotes and examples.” 
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5. Lessons in Chemistry 
Bonnie Garmus 
Doubleday, 2022 
400 pages 


Recommended by 
Amy Colton 
Co-founder 

Forefront Wealth Partners 
Tampa, Fla. 


“When I read for pleasure, I like reading books about 
women, especially women dealing with issues in a man’s 
world. This story is about a brilliant and attractive woman 
who speaks her mind and pays the price because society is 
not ready for her. As a financial advisor who has devoted 
her practice to educating women and has spent most 

of her career in male-dominated professions, this book 
speaks to me.” 


FEATURE / Advisor-Recommended Reads for Summer's End 


6. The Art of Living 
Thich Nhat Hanh 
Harper One, 2017 
224 pages 


Recommended by 
Kyle Berg 

Partner and Financial 
Planner 

Affiance Financial 
Minneapolis 


“Advisors tend to get caught up in the minutia, and we can 
end up ignoring a lot of the beauty of life that is right in 
front of us. It’s easy to get so busy worrying about the daily 
ups and downs of the stock market, or the details of the lat- 
est piece of tax legislation, that we lose sight of simply being 
present with our clients.” 


7. From Strength to Strength: 
Finding Success, Happiness, 
and Deep Purpose in the 
Second Half of Life 

Arthur C. Brooks 
Portfolio, 2022 

272 pages 


Recommended by 
Andrew Crowell 
Vice Chairman 
Wealth Management 
D.A. Davidson & Co. 
Los Angeles 


“The first half of life is focused on climbing the ladder. But 
there comes a point when even the highest of achievers 
peak and may no longer be attaining new heights. These 
folks often double down in their fight against the peak, 
inevitably creating frustration and restlessness. Brooks has 
a different take on this dynamic. He paints a path forward 
with a positive mindset focused on jumping to the ‘next 
curve, rather than peaking, and recognizing that other 
important traits, such as experience, wisdom and relation- 
ships often increase and improve as we age. 

Retirement can be the start of an exciting new phase of 
learning, giving and expansion. The so-called golden years 
are no longer just about not outliving one’s savings, but 
about finishing strong and finding meaning and purpose. 
And that’s peak to me.” 
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8. Last Man Standing 
David Baldacci 

Grand Central Publishing, 2001 
548 pages 


Recommended by 
Jim Brown 

Senior Portfolio Manager 
and Research Analyst 
Buckingham Advisors 
Dayton, Ohio 


“I highly recommend this book for the intrigue of the story 
and writing prowess of Baldacci. Advisors will appreci- 

ate the tenacity of hero Web London as he continues to 
approach the problem from a variety of angles, leveraging 
his network of contacts to relentlessly pursue the force 
behind the brutal slaughter of his team. A true page turner, 
it provides a compelling distraction from the market, 

yet displays what can be accomplished with a mindset of 
refusing to quit.” 
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9. The Wager: A Tale of 
Shipwreck, Mutiny and 
Murder 
David Grann 
Doubleday, 2023 
352 pages 


Recommended by 
Douglas Feldman 


Chief Investment Officer 
Stash 
New York 


“The Wager is the true story of an 18th-century British 
naval ship that shipwrecked off Patagonia’s coast. This 
page-turner about hardship and human nature reads like a 
novel, but is a true story based on firsthand, albeit conflict- 
ing, documents. The conflicting accounts of the survivors 
illustrate that people will twist the truth in order to serve 
their interests. It’s a good reminder to always collect infor- 
mation from trusted sources before making decisions or 
jumping to conclusions.” E 


The Growing =; 
Need For Cyber // 


Insurance 


DIGITAL FRAUD IS A GROWING 
THREAT TO ADVISORS, WHO ARE 
ON THEIR OWN WHEN IT COMES TO 
BUYING COVERAGE FOR THE RISK. 


BY ROB BURGESS 


Chad Ramberg, who 
sells insurance to financial 
advisors, called it the “cra- 
ziest claim” he worked on 
last year. 

An advisor Ramberg 
works with met with a cli- 
ent in the advisor’s office. 
The client told the advi- 
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sor he had just purchased 

a house and needed help 
sending $300,000 to the 
real estate escrow com- 
pany. The advisor made the 
arrangements to transfer 
the funds from the client’s 
custodial account, then 


called to ensure the pay- 


ment was received. 

“I don’t know what 
youre talking about,” was 
the answer from the holder 
of the escrow account. 

The client had fallen 
prey to a sophisticated 
social engineering scam. 
The fraudster had hacked 


.* FEATURE 


into the client’s email 
account and monitored 

it for notifications of any 
large transactions. When 
the real escrow company 
sent the request for funds, 
the fraudster deleted 

the legitimate email and 
replaced it, inserting a 
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“The digital 
surface area 
has gotten so 
large that there 
are so many 


different points 
of attack.” 


MORE TECHNOLOGY: 


wealthmanagement.com/ 
technology 


fraudulent account number 
to receive the transfer. 

The advisor notified 
the custodian and stopped 
the transfer. 

Had the money been 
lost, the advisor was 
covered by cyber fraud 
insurance, a relatively 
obscure—and in many 
cases completely optional— 
insurance policy for advi- 
sors that protects against 
losses from sophisticated 
digital fraud, data breaches 
or cybercrimes. 

These policies are dif- 
ferent than an advisor’s 
typical E&O (errors and 
omissions) insurance, 
which largely covers inad- 
vertent but costly advisor 
mistakes. 

Demand for cyber 
insurance is growing, 
according to the U.S. 
Government Accountability 
Office. Insurance cus- 
tomers opting for cyber 
coverage jumped from 26% 
in 2016 to 47% in 2020, 
according to the agency. At 
the same time, the costs of 
cyberattacks nearly dou- 
bled, according to the GAO. 
With the rise of attacks, 
including those using 
generative Al, the risks to 
advisors, and their clients, 
grow daily. 


Spotty Government 
Oversight 
There are few legal require- 
ments for advisors to carry 
any insurance at all, much 
less policies against cyber 
fraud. Standards are non- 
existent, risks are not fully 
understood even by policy 
writers, and premiums are 
all over the map. 

Under the proposed 
SEC Cybersecurity Risk 


34 . WealthManagement.com - Third Quarter 2023 


Management Rules, firms 
would need to have docu- 
mented processes in place 
to mitigate and respond 
to “significant cybersecu- 
rity incidents” and report 
them to the SEC when 
they happen—including 
whether any losses are 
covered by insurance poli- 
cies, said Tiffany Magri, 
senior regulatory advisor 
at Smarsh, a compliance 
technology firm. 

However, the commis- 
sion’s proposal does not 
require cyber fraud insur- 
ance. According to one 
advisor, if the SEC made 
cyber fraud insurance a 
requirement, it would be an 
easier hurdle to clear than 
all the other requirements 
regulators demand. “A 
simple insurance require- 
ment based on [the] amount 
of assets would solve this in 
a much simpler fashion,” by 
letting the market decide 
how much risk exists and 
how much protection an 
advisor needs, wrote an 
RIA compliance officer in a 
comment letter to the SEC. 

Only three states man- 
date advisor E&O insur- 
ance, and only one of those 
specifically mention insur- 
ance against the risk of a 
cybersecurity breach. 

In 2017, the Securities 
Division for the Vermont 
Department of Financial 
Regulation instituted a 
rule that advisors must 
have “adequate insurance” 
for such breaches. What 
“adequate” means depends 
on the firm’s size, organi- 
zational structure and 
the number and location 
of offices. 

Also in 2017, the Oregon 
Legislative Assembly passed 


requirements for advisors 
there to purchase at least 

a $1 million errors and 
omissions (E&O) insurance 
policy, which may cover 
some, but not all, costs of a 
data breach. 

“Once Oregon man- 
dated it, I was expecting 
to see many states follow 
suit,” said Lilian A. Morvay, 
principal and founder of 
the Independent Broker 
Dealer Consortium, a coop- 
erative organization that 
aggregates services for the 
IBD and RIA communities. 
“They have not.” 

In 2020, Oklahoma also 
began requiring advisors 
to carry E&O insurance, 
but no mention or require- 
ments that such policies 
cover cyber fraud. 

Ramberg said the 
general lack of regulatory 
oversight in this area was a 
double-edged sword. 

“The Texas in me 
doesn't like the require- 
ments because it paints 
everybody with a broad 
brush,” he said. But the lack 
of standards means many 
advisors who do opt for 
coverage can pay either 
too little or too much for 
their risks. Those with too 
little coverage would not 
be aware of the mismatch 
“until something happens, 
that’s the problem.” 


Business 
Requirements 
Often Drive 
Adoption 

While the state-by-state 
requirements are scat- 
tershot, advisors may find 
they won't be able to do 
business unless they carry 
the insurance policies their 
custodians require—but 


even there, it’s unclear how 
much the mandated insur- 
ance covers losses to cyber 
fraud, versus traditional 
E&O insurance. 

For example, Schwab 
requires advisors to carry 
an aggregate minimum 
of $1 million of insur- 
ance coverage to protect 
against E&O, as well as 
“social engineering” and 
“theft by hackers.” 

Neither Fidelity nor 
Pershing would comment 
on the specific require- 
ments for the advisors they 
work with. 

The vendors may be 
reluctant to saddle their 
advisor clients with 
additional, and costly, 
requirements. Cyber fraud 
insurance covers risks 
that a traditional E&O 
policy may not, but can 
cost considerably more. 
Some advisors may choose 
instead to invest the addi- 
tional resources in better 
cybersecurity. 

While an E&O insur- 
ance policy may, in some 
cases, cover an advisor’s 
professional liability in 
case of a cyberattack, many 
other associated costs 
incurred in the fallout— 
including ransoms, data 
restoration and lost profits 
from business interrup- 
tion—may not. 

Noel Paul, a partner 
at Reed Smith, a law firm 
that represents financial 
advisors and other com- 
mercial policyholders in 
negotiating and obtain- 
ing insurance coverage, 
said the cyber insurance 
landscape is “very fluid” as 
policies differ significantly 
from one insurance carrier 
to another. 


FEATURE / The Growing Need For Cyber Insurance 


Advisor Coverage Is All Over The Map 


Like advisors themselves, insurance coverage varies; E&0 is commonplace—beyond that, 
there are few guiding principals for other types of coverage. 


Alvin Carlos 
District Capital Management in Washington, D.C. 
AUM: $13.6 million | Employees: Five 


Coverage: $1 million E&0 policy, $500,000 employment practices 
and liability insurance 


Cost: $4,100 annually in premiums ($2,500 for E&O with a $500 
deductible; $1,600 for EPL) 


Carrier(s}: The Hartford 


Erika Safran 

Safran Wealth Advisors in New York City 
AUM: $100 million | Employees: Two 
Coverage: E&0 and cyber policies 

Cost: $4,800 annually in premiums 
Carrier(s}: Markel 


Mitchell Martin 
Stonebridge Wealth Management in Nashville, Tenn. 
AUM: $150 million | Employees: Five 


Coverage: E&O directors’ and officers’ liability, commercial crime 
and fidelity bond, cyber and privacy liability, commercial property 
and casualty, umbrella and excess liability and workers’ compen- 
sation insurance 


Carrier(s}: The Hartford, CNA Insurance and At-Bay 


Clint Walkner 
Walkner Condon Financial Advisors in Madison, Wisc. 
AUM: $500 million | Employees: 11 


Coverage: E&O policy, crime policy (covering losses due to 
employee theft, dishonesty, credit card forgery and the disap- 
pearance or destruction of property) 


Carrier(s}: Chubb (Crime), The Hartford (E&O) 


Harris Nydick 

CFS Investment Advisory Services in Totowa, N.J. 

AUM: $2 billion | Employees: 14 

Coverage: Separate E&O and cyber policies 

Cost: $36,000 annually in premiums 

Carrier(s}: The Twin City Fire Insurance Company, At-Bay 
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“The problem is 
it’s like offering 
flood insurance 
in a high flood 
zone. Everyone 
out there is 
susceptible to 

a ransomware 
attack. ... 
Insurance 


vendors aren't 
supporting it 

in many cases, 
and ransomware 
is one of the 
biggest draws of 
insurance.” 


MORE TECHNOLOGY: 


wealthmanagement.com/ 
technology 


A standalone cyber 
insurance policy offers the 
most comprehensive cov- 
erage, Paul said. An E&O 
policy would often only 
cover a liability claim in 
which an advisor was negli- 
gent in protecting a client’s 
financial data. 

William Trout, direc- 
tor of wealth manage- 
ment for Javelin Strategy 
and Research, said cyber 
insurance offers an extra 
layer of protection advi- 
sors may need given the 
growing complexity of 
their technology integra- 
tions and reliance on 
third-party vendors. 

“The digital surface 
area has gotten so large that 
there are so many different 
points of attack,” he said. 

The Independent Broker 
Dealer Consortium’s 
Morvay said RIAs should 
work with insurance pro- 
viders who have specific 
experience with advisors. 

Traditional carriers like 
Chubb, AIG, The Hartford 
and Travelers will under- 
write policies, as well as 
more specialized firms like 
At-Bay and Lloyd Beazley, 
but “cybersecurity poli- 
cies are complicated, and 
no two policies are alike,” 
Morvay said. 

Providers sometimes 
offer combined E&O and 
cyber insurance policies, 
but Paul said advisors 
should be wary of gaps 
in coverage. The policies 
often have a combined 
coverage limit, meaning a 
cyber claim would draw 
down on the policyholder’s 
limits for professional 
liability. Standalone cyber 
and E&O policies avoid 
that problem, he said. 
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Advisors should look 
for a cybersecurity policy 
that is “Pay On Behalf 
Of,” which ensures that 
the carrier will pay losses 
and expenses once the 
per-claim deductible has 
been satisfied, Morvay 
said. This contrasts with a 
“Reimbursement Policy,” 
which requires an RIA to 
seek reimbursement for 
covered losses and dam- 
ages from the carrier, 
which could take weeks if 
not months. 

Another important fea- 
ture to look for in a cyber- 
security policy, Morvay 
said, is coverage for “Post 
Breach Remediation Costs.” 
Some policies will limit the 
amount that is available for 
these expenses, while other 
carriers will cover them 
at no additional cost or 
deductible to the RIA. 

Cyber insurance poli- 
cies can even contain cov- 
erage for extortion costs 
from a ransomware attack, 
in which they will negoti- 
ate with the hackers and 
even pay the ransom itself. 
Insurance companies pre- 
fer to pay those costs on a 
cyber claim as opposed to 
the often more expensive 
alternative, which involves 
attempting to retrieve and 
restore data that might be 
encrypted or damaged, 
Paul said. 

But finding insurance 
providers to cover a ran- 
somware attack specifically 
is challenging, despite it 
being one of the major 
areas of concern, said Sid 
Yenamandra, founder, CEO 
and managing partner at 
Surge Ventures. 

“The problem is it’s like 
offering flood insurance 


in a high flood zone,” he 
said. “Everyone out there 

is susceptible to a ransom- 
ware attack. ... Insurance 
vendors aren't supporting it 
in many cases, and ransom- 
ware is one of the biggest 
draws of insurance.” 

Companies that do 
offer ransomware protec- 
tion will only underwrite 
firms that have significant 
cybersecurity tools, and 
staffing, in place. 

“To be on the right side 
of the loss ratio for you as 
an insurance provider you 
only want to take on cer- 
tain risks,” he said. “You've 
got to weed them out. ... It’s 
like a college application. 
It’s tough.” 

Before a cybersecurity 
carrier writes a policy for 
an advisor, Morvay said 
the carrier will conduct 
an analysis of the firm 
and try to identify any 
cybersecurity risks. Some 
carriers will work with 
the firm to address the 
vulnerabilities of an insur- 
ance client for free. Once a 
policy is written, they may 
conduct periodic monitor- 
ing of the security during 
the policy period. 

The reality is few know 
with certainty how much 
risk advisors, and their cli- 
ents, have from cyber fraud, 
nor how much insurance is 
needed to cover them. 

Unlike traditional 
underwriting that relies on 
actuarial science backed by 
many decades of historical 
data, the risks from cyber 
fraud are evolving. 

“Past is not ... predictive 
of future,” Yenamandra 
said. “Underwriting mod- 
els are in question at the 
moment.” E 


Serial Sellers and 

Collaborative Investors 
Define Noteworthy Deals 
of the Decade 


A LOOK AT SEVEN OF THE MOST NOTABLE PRIVATE EQUITY DEALS IN THE RIA SPACE. 


Private equity entered 
the registered investment 
advisory space in a real 
way around a decade ago. 
Industry watchdogs point 
to Lee Equity Partners’ 
$258 million take-private 
purchase of Nasdaq-traded 
Edelman Financial Group 
in 2012 and Centerbridge 
Capital Partners’ 2013 
minority investment in 
Focus Financial for $216 
million as watershed deals. 

Since then, a growing 
pile of dry powder has had 
countless effects on the 
development of the ado- 
lescent industry, including 
divergent growth rates, 
the rapid expansion of 
services and some creative 
collaborations. 

WealthManagement.com 
polled a handful of industry 
M&A consultants to gauge 
their views of the most 
notable private equity deals 
in the space over the last 
few years. Here we share 
just a few of our favorites, 
highlighting different 
approaches and results, 
some unconventional deal 
structures and a handful of 
serial sellers. 


Edelman Financial 
Engines’ ‘Private 
Equity Round Robin’ 
2012, 2015, 2018, 2021 

In 2021, Warburg Pincus 


bought a minority posi- 
tion in Edelman Financial 
Engines alongside major- 
ity owner Hellman & 
Friedman (H&F), which 
took over its controlling 
share from Lee Equity 
Partners in 2015. 

Founded by the late 
Thomas H. Lee, Lee Equity 
had taken the Nasdaq- 
traded Edelman private 
for about $265 million, 
or $8.85 per share, three 
years earlier. 

H&F subsequently 
acquired Financial Engines 
in 2018 in another take- 
private deal that merged 
the $169 billion AUM RIA 
(among the largest in the 
nation at the time) with 
$21.7 billion Edelman, cre- 
ating one of the first mega- 
RIAs with both 401(k) and 
financial planning capabili- 
ties and an enterprise value 
of around $4.5 billion. 

H&F still holds a 
majority stake in Edelman 
Financial Engines, which 
today oversees more than 
$240 billion. 

Warburg Pincus’ 
investment (estimated at 
between $1 billion and 
$1.4 billion) represented a 
homecoming of sorts, as 
the firm previously held a 
piece of Financial Engines 
prior to an acquisition it 
exited in 2017. 


Captrust Sells 
Quarter Stake to 
GTCR, Grows Assets 
by More than 80% 
June 2020 

In 2020, Captrust sold a 

25% stake to private equity 
backer GTCR to support the 
firm’s plans to grow through 
acquisitions. Captrust has 
since expanded assets by 
about 83%—from $390 bil- 
lion in June 2020 to more 
than $714 billion today. 

“This investment was 
notable because it was 
the first for Captrust and 
highlighted the shift to 
multi-service-line competi- 
tion,” said Advisor Growth 
Strategies Principal 
Brandon Kawal. “Captrust 
has a large institutional 
retirement plan business in 
addition to private wealth, 
among other services.” 

Valuing the firm at 
$1.25 billion, the GTCR 
investment provided share- 
holder liquidity to around 
350 employees and has 
supported more than 25 
acquisitions. Two GTCR 
managing directors with 
RIA experience took seats 
on the Captrust board. 

Still invested, GTCR is 
the only private equity part- 
ner Captrust has gotten into 
bed with—and Captrust 
appears to be the only RIA 
GTCR has ever backed. 


COVER STORY 


THL Leads 
‘Innovative’ 
Secondary 
Investment in 
Hightower 
December 2020 
After first investing in 
Hightower Advisors in 
2017, Reuters reported in 
early 2020 that Thomas H. 
Lee Partners (Lee’s first pri- 
vate equity endeavor) was 
looking to divest at least a 
portion of its “significant” 
stake in the Chicago-based 
firm. Later that year, THL 
announced instead it would 
reinvest in Hightower 
alongside Neuberger 
Berman, Goldman Sachs 
Asset Management and 
Coller Capital as lead inves- 
tor in what it characterized 
as an “innovative transac- 
tion,” since rather than sell- 
ing ,it retained a stake while 
bring in other partners. 

“This investment was 
significant because it dem- 
onstrated a path where a 
primary investor did not 
have to exit to be success- 
ful,” Kawal said. “Thomas 
H. Lee helped fund the shift 
from a breakaway platform 
to an acquirer, and this 
recapitalization validated 
Hightower’s strategy shift 
and attracted notable new 
investors such as GSAM 
and Neuberger Berman.” 

In the fall of 2020, 
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In 2020, Echelon 
Partners CEO 
Dan Seivert 
estimated as 
many as 275 
private equity 
firms were 


already active in 
the RIA space, 
up from around 
75 in 2008. 


Hightower reported $80 
billion in assets across 113 
businesses in 33 states. Since 
December of that year, 
Hightower has added 25 
firms and increased assets 
to more than $153 billion. 


Focus IPO Partner 
KKR Buys Beacon 
Pointe November 2021 
In 2021, Beacon Pointe 
Advisors sold a little less 
than half of its equity to 
KKR and proceeded to grow 
assets by almost a third to 
more than $26 billion. 

At the same time, 
minority owner Abry 
Partners exited its invest- 
ment in Beacon Pointe 
after supporting the firm 
through an internal merger 
and providing capital as 
assets nearly doubled to 
around $20 billion over less 
than two years. 

“KKR’s investment in 
Beacon Pointe is interesting 
given the former's status as 
a very large, well-known 
publicly traded alterna- 
tives manager,” according 
to Dan Erichson, manag- 
ing partner at Park Sutton 
Advisors. “It signals broad 
conviction of PE sponsors 
around the space.” 

Erichson and David 
DeVoe of DeVoe & Co., 
which initially introduced 
Abry to Beacon Pointe, 
both pointed out the quick 
turnaround on Abry’s 
investment was due to its 
rapid success and may serve 
to validate some shorter- 
term investment strategies 
in the sector. 

“Abry helped drive 
more than 10 acquisitions 
representing more than $6 
billion in additional AUM 
within 18 months,” said 
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DeVoe. “They made such a 
strong return that they sold 
their stake in an unusually 
short timeline.” 


Genstar Recaps 
Cerity June 2022 
Cerity announced last sum- 
mer that Genstar Capital 
was buying a majority 
stake in the $45 billion 
AUM firm at a valuation of 
around $1.6 billion. Earlier 
investor Lightyear Capital, 
which bought out Emigrant 
Bank’s controlling interest 
in 2017, retained a minority 
position. 

“Lightyear did elect to 
roll equity into the recapi- 
talization, demonstrating 
their confidence in Cerity’s 
future growth potential 
and M&A strategy,” said 
Echelon Partners CEO 
Dan Seivert. 

“Cerity is a firm that 
raised capital at all lifecycle 
stages,” said Kawal. “Former 
Cerity—HPM Partners— 
was staked initially, and 
Genstar entered as the third 
capital partner and now 
Cerity is one the most sig- 
nificant and successful RIAs 
in the United States.” 

Following Genstar’s 
investment, Cerity has 
grown assets to more 
than $65 billion. The firm 
announced three acquisi- 
tions in the first three 
weeks of 2023 and has since 
added four more—for a 
total of more than $11.5 bil- 
lion in acquired assets over 
the last eight months alone. 


Bain-Led 
Consortium Stakes 
CI U.S. Wealth 
Management Biz 
May 2023 

CI Financial announced 


early this year it was selling 
a 20% stake to a group of 
investors—including Bain 
Capital, the Abu Dhabi 
Investment Authority and 
others—for $1 billion in 

a deal that resembles a 
convertible debt instru- 
ment, according to some 
observers. 

Canada-based CI 
entered the U.S. market in 
early 2020, buying doz- 
ens of stateside RIAs and 
quickly amassing billions 
in debt while undergoing a 
massive internal reorgani- 
zation. The firm took steps 
to offer up around a fifth 
of its U.S. stock in an IPO 
late last year, but then Bain 
reached out about provid- 
ing capital through its 
special situations fund to 
help CI pay down debt and 
continue pursuing acquisi- 
tions, while postponing the 
IPO until public markets 
become more amenable. 

“What’s interesting 
about this to me is that you 
have this very engineered 
deal structure and I think 
it has real implications 
in the RIA space,” Kawal 
said, noting the transaction 
offered an uncommon level 
of public transparency. 

“It’s a huge capital raise 
and then, within the deal 
structure itself, you have 
hurdles that have to be hit,” 
he explained. “Effectively 
what it means is that the 
ownership in this struc- 
ture starts in one place and 
it'll remain that way as 
long as certain hurdles are 
hit over the next several 
years. If not, the owner- 
ship will change in favor of 
the investors.” 

Kawal believes such 
structures enable sellers to 


capture higher valuations 
in uncertain economic 
landscapes. 

“Price is important, 
but structure may even be 
more important,” he said. “I 
think many in our industry 
aren't really aware of how 
terms and price interact 
with each other, and what 
betting on growth actually 
looks like. 

“I think this deal is 
going to be the most public 
example of that,” he added. 
“Of, really, the validation of 
the wealth model, but also 
seeing how this plays out 
and if this is what others 
are signing up for in their 
deal structures too.” 

This summer, CI 
unveiled new branding for 
its U.S. business. Now oper- 
ating as Corient, the firm 
has grown to more than 
$190 billion in client assets 
in less than four years. 


6th PE Deal in 
History Takes Focus 
Private, Again July 
2023 
Incorporated in 2004, 
Focus Financial Partners 
was quick to jump on the 
private equity bandwagon, 
raising $35 million from 
PE and venture capital firm 
Summit Partners in 2006. 
Three years later, Summit 
recapped the firm alongside 
Polaris Ventures to the tune 
of $15 million and $35 mil- 
lion, respectively. 

When Centerbridge 
Capital Partners II got 
in on the action, scoop- 
ing up a non-controlling 
piece alongside Polaris and 
Summit in 2013, Focus 
partner firms oversaw a 
collective $62 billion in 
client assets. After wide- 


spread speculation the 
rapidly growing aggregator 
was planning to go public, 
Focus announced in the 
spring of 2017 it was cash- 
ing out earlier investors and 
selling a 70% equity stake 
to KKR and Stone Point 
Capital in a deal that valued 
the firm at $2 billion. 

Focus filed for an IPO in 
May of 2018 and took the 
company public in July at 
$33 a share, ending the first 
day of trading at $37. 

In June 2021, KKR exit- 
ed its position in the firm, 
selling back more than 7 
million shares, while Stone 
Point retained its position. 
Following the close of its 
deal to be taken private 
again in a sale to Clayton, 
Dubilier and Rice this year, 
Stone Point will be the only 
previous investor permitted 
to roll over shares while 
all other stakeholders are 
cashed out at $53 per share. 

“Focus has been an 
active RIA acquirer but, 
since their IPO and until 
CD&R’s offer, the com- 
pany’s stock price remained 
mostly flat even as the 
market appreciated greatly,” 
said Echelon’s Seivert. “The 
industry will be watching 
Focus after the deal official- 
ly closes, as it will provide a 
good measure of the ability 
of publicly traded RIAs to 
flourish relative to their pri- 
vate equity-backed peers.” 

Focus has already 
announced that COO 
Rajini Kodialam and 
Managing Director Lenny 
Chang, two of the firm’s 
three founders, are step- 
ping back from leadership 
roles into “senior advisor” 
positions, and there has 
been speculation that CEO 


COVER STORY / Noteworthy Deals of the Decade 


Rudy Adolf may also be 
headed for the door. Adolf 
and Kodialam are both 
receiving millions of dol- 
lars in the sale, according 
to public filings. 

In less than two 
decades, Focus has grown 
to oversee around $350 bil- 
lion in assets. It’s among the 
most active acquirers in the 
nation but has slowed down 
over the last three years, 
completing 38 deals in 
2021, 24 last year and just 
nine through the first half 
of 2023. Industry observ- 
ers say they are curious to 
see how its new owners 
approach the firm’s next 
phase of growth. 

Harris Baltch, the head 
of Dynasty’s investment 
bank, expects to see Focus 
ramp the pace of acquisi- 
tions back up as private 
markets tend to tolerate 
more leverage, but ques- 
tioned whether they will 
remain “as disciplined as 
before.” Republic Capital 
Group Managing Partner 
John Langston predicted 
the firm will take advan- 
tage of reduced oversight 
and become more creative 
in its deal-making process. 

After establishing a 
reputation as an early inno- 
vator in RIA aggregation, 
many expect the laissez- 
faire Focus model will get 
an overhaul as CD&R seeks 
to realize the benefits of 
scale and synergy across its 
90 partner firms. 

Others have said the 
Focus deal may discourage 
other firms from going 
public, at least in the near 
term, viewing it as an 
indication that financial 
advice is still undervalued 
in those markets. E 
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Private equity 
was directly 

or indirectly 
involved with 
more than two- 
thirds of wealth 
management 
M&A activity in 
2021, according 
to Echelon, or 
209 deals out 
of 307. In 2022, 
the percentage 
rose to nearly 
seven in 10 with 
private equity 
supporting 237 
of 340 deals. 
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Bain: The 
Structured 
Dealmaker 


BY ALI HIBBS 


Founded in 1984 by 

a group including former 
presidential candidate Mitt 
Romney (the firm’s only 
CEO before departing in 
1999 to enter politics), Bain 
Capital manages approxi- 
mately $175 billion across a 
dozen investment funds. Its 
venture, technology, private 
equity, special situations, 
and various credit funds 
can all provide capital to 


the financial services sector. 


Recent investments 
in Carson Wealth and 
CI Private Wealth (now 
Corient) were made out of 
the special situations fund 
and represent structured 
partnership approaches 
to the independent wealth 
management space. 
(Another investment in an 
Indian wealth management 
business came out of the 
firm’s private equity funds.) 
For instance, the Carson 
deal has been described as 
a structured growth equity 
investment made alongside 
founder Ron Carson, and 
the CI deal more closely 
resembles a convertible 
preferred equity invest- 
ment, according to at least 
two observers. 

The acquisition of 
20% of CI Financial’s U.S. 
wealth management plat- 
form for $1 billion was 
completed by a consortium 
of investors, including 


Abu Dhabi Investment 
Authority, Flexpoint Ford, 
Ares Management Corp. 
and the state of Wisconsin. 

“In special situations, 
we focus on creating part- 
nerships with other share- 
holders in the businesses 
that we invest in,” said Bain 
Capital Partner Cristian 
Jitianu. “Sometimes those 
shareholders are founders 
or families, or corporate if 
we invest in a division of 
a larger company. Or they 
can be other institutional 
investors, such as private 
equity funds or other 
types of shareholders and 
asset Owners. 

“We invest in firms 
needing growth capital 
and looking for a partner 
that can help them achieve 
the next milestone and 
maximize their potential 
faster,” he said. “We've set 
up our special situations 
business to have the ability 
to add value to every situa- 
tion through our operating 
partners platform, as well 
as by having a lot of inves- 
tors on our teams who are 
very deep in each sector 
and can come to each man- 
agement team with a point 
of view around how to 
create value and accelerate 
their growth journey.” 

Bain Capital isn’t choos- 
ing investments based on 
the size or age of target 
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firms, the advisor affilia- 


tion model, or a particular 
growth strategy. The firm 
looks to invest in RIAs with 
proven management teams 
and tightly integrated busi- 
ness models. 

“The integration model 
sets itself up to create dif- 
ferentiation for the busi- 
ness as a whole, and allows 
it to grow faster organi- 
cally, be more profitable 
and provide a better client 
experience, better products 
and services, and makes the 
advisors more efficient,” 
Jitianu said. 

“Integration combined 
with M&A is a virtuous 
cycle,” he explained. “It 
makes the platform more 
attractive for other advi- 
sors to affiliate with it, 
which creates more scale, 
which again allows more 
investments into things 
like technology and client 
experience. That creates a 
flywheel, which we think 
leads to fundamental 
advantage. 

“While we have so far 
invested in RIAs, that’s not 
to say that we don't like 
the broker/dealer space, 
which has attractive ele- 
ments as well,” Jitianu 
said. “It’s just that over the 
last several years we have 
found the opportunity to 
be more attractive in RIAs, 
but much of that has been 


due to the specific transac- 
tions which have come to 
market. The valuations 
and structure of those 
transactions have been a 
better fit for us.” 

Bain Capital’s special 
situation fund looks for 
opportunities to invest 
more than its minimum 
amount of between $50 
million to $75 million in 
potential partnerships. 
The fund has no mandate 
to make a majority invest- 
ment, but will occasionally 
buy 100% of a business, as 
well as provide capital in 
ways that provide fixed 
returns with some equity 
participation. The “vast 
majority” of deals have 
some sort of downside pro- 
tection for investors, said 
Jitianu, but not all. 

“The way we structure 
our transactions is very 
bespoke for each situation 
depending on what other 
shareholders are trying 
to optimize for,” he said. 
Investments that have sig- 
nificant upside potential 
in common equity, for 
instance, may not require 
downside protections, but 
then might command a 
lower multiple to ensure 
adequate returns. 

“Having structure and 
some downside protection 
allows us to lean further 
into the valuation.” E 
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Genstar: The Majority Partner 


BY ALI HIBBS 


Founded in 1998, 
Genstar Capital has some 
40 team members in a San 
Francisco office managing 
more than $36 billion in 
assets, across 47 portfolio 
firms, focusing on technol- 
ogy, industrial production, 
healthcare and financial 
services—including current 
stakes in Mercer Advisors, 
Cetera Financial Group, 
Cerity Partners and Alera 
Group, an employee ben- 
efits firm with retirement 
and wealth management 
businesses. 

Genstar’s first wealth 
management investment 
came in 2015, when it took 
over a controlling interest 
in Mercer Advisors from 
Lovell Minnick Partners 
(LMP stayed on as a minor- 
ity investor). The firm 
acquired majority control 
of Cetera in 2018, and in 
Cerity last year. 

The firm had previously 
focused on asset managers 
in need of transition plans, 
but the rise of low-cost 
indexing and ETFs nega- 
tively impacted the value of 
those firms, according to a 
source with knowledge of 
Genstar’s strategy. At the 
same time, the business of 
financial advice was grow- 


ing, with sticky revenue 
and opportunities for 
higher margins. 

“You saw all these parts 
of the value chain really 
decreasing, but that core 
relationship between an 
end client and an advisor 
was one that really stayed 
consistent and was valued, 
and people would pay for 
that,” they said. “Everyone 
talks about investing 
in software businesses 
because they have recur- 
ring revenues. The wealth 
management space is the 
same thing. It’s recurring 
revenue. Clients don’t move 
that much from advisors if 
they have a good one.” 

The firm is willing to 
invest in both independent 
broker/dealers and regis- 
tered investment advisory 
businesses, according to the 
source, looking primarily 
for strong leadership teams 
with a desire to grow rev- 
enue through acquisitions 
and additional services, 
and expand margins with 
better technology and more 
efficiently run businesses, 
while maintaining a high 
level of client satisfaction. 

Mercer and Cerity are 
both RIAs, and Cetera is 
a hybrid firm. But at least 


some on the Genstar man- 
agement team expect to 

see a resurgence of growth 
potential on the broker/ 
dealer side due to the estab- 
lished market presence and 
an ability to pivot to bring 
a broader suite of wealth 
management services. 

“[Genstar] thinks there’s 
going to be a resurgence 
in the broker/dealer space 
because they have a little bit 
more flexibility on being 
able to advise you on your 
whole financial outlook,” 
said the source. “That 
implies a broader role than 
a purely fiduciary RIA, 
because a fiduciary typical- 
ly doesn’t touch insurance 
and doesn’t touch other 
parts of the equation. They 
might advise, but they’ll 
refer you out.” 

All acquisitions are 
“very tailored” to the tar- 
get, but Genstar eschews 
structured dealmaking, 
preferring instead to make 
direct equity investments 
on a three- to seven-year 
timeline (“five years is the 
sweet spot”), reinvesting 
when the growth oppor- 
tunity is still there. In the 
case of Mercer, Genstar has 
restructured the investment 
twice, bringing in Oak Hill 


Capital in the fall of 2019 
and, two months ago, Altas 
Capital became an owner. 

“This industry has been 
so dynamic, a lot of firms 
have reinvested in their 
own platforms, or kept 
holding them for a long 
time, because there are such 
great macro tailwinds to the 
sector,” the source offered. 

Since Genstar’s initial 
investment, Mercer has 
completed more than 78 
acquisitions and grown 
assets from around $5.8 
billion to approximately 
$48 billion. 

While the firm takes 
controlling interests in its 
portfolio companies, they 
don’t generally like compli- 
cated deal structures, and 
day-to-day management 
is left to in-house leader- 
ship, the source said. After 
an attractive firm is found 
and five-year growth plan 
is identified, that plan is 
backward engineered to 
establish achievable bench- 
marks—with flexibility for 
unforeseen events such as 
global pandemics. 

“They try to stay out of 
the way,” the source said. 
“They provide the resources 
and support but are not the 
operators themselves.” E 
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Co-founded in 2007 
by former San Francisco 
49ers quarterback Steve 
Young, HGGC is a Palo 
Alto, Calif.-based middle- 
market private equity firm 
with around $7 billion in 
cumulative commitments 
across about 30 portfo- 
lio companies spanning 
the consumer, business 
services, technology, and 
financial services sectors. 

The firm generally 
prefers to make majority 
investments in businesses 
alongside management and 
other investors, provide 
the resources to execute on 
a growth plan developed 
during the investment 
negotiations, while leaving 
day-to-day execution of the 
plan to the in-house leader- 
ship team. 

But HGGC’s interest 
in the highly fragmented 
independent wealth man- 
agement space led the firm 
down a different path: The 
firm allocated $300 mil- 
lion from a fund launched 
last year to create a hold- 
ing company—Aspire 
Holdings— to make 
quicker, smaller, strategic 
investments in registered 
investment advisory firms. 

“There are still a lot 
of very small businesses,” 


said HGGC President Neil 
White. “It can be difficult 
to find targets that are 
large enough to satisfy the 
investment size that we're 
looking to make, so we set 
up a holding company to 
allow us to be a little bit 
more flexible and creative 
in the type, size and nature 
of the investments that we 
make. It also allows us to 
pool some resources across 
the different investments 
and keep continuity across 
our team that works on 
these investments.” 

That may eventually 
lead to natural opportuni- 
ties to bring incremental 
services to their portfolio 
of RIAs, or even build out a 
support platform for inde- 
pendents, White said, but 
there are no such plans in 
the immediate future. For 
now, the investors continue 
to look for opportunities. 

Through HGGC’s Fund 
IV, the firm currently owns 
pieces of Merit Financial 
Advisors, Waverly Advisors 
and Apella Capital—all of 
which are held in partner- 
ship with Wealth Partners 
Capital Group. 

“Their value-add and 
expertise is tremendous, 
and they've been great 
partners to us. We hope and 
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feel that we've reciprocated 
and would invest with them 
again, but neither of us have 
any obligation to invest 
with each other,” White 
said. “We'd be delighted to 
invest with other financial 
sponsors as well.” 

The principals of the 
acquired firms are expected 
to reinvest in the firm 
alongside HGGC, and work 
with HGGC’s representa- 
tives to achieve bench- 
marked goals. 

“The first thing we do is 
look for management teams 
or founders that either own 
or lead these businesses,” 
said White. “The starting 
point for us is always about 
the people. And together 
we identify a vision for the 
future and the things that 
need to happen make that 
vision a reality. Working 
backwards from that, 
we put together a plan to 
help them get there, both 
organically and inorgani- 
cally—and then we get to 
work making it happen.” 

HGGC funds have 
10-year lifespans, but 
investment timelines tend 
to range from three to 
seven years, and predeter- 
mined penalties—financial 
or otherwise—are typi- 
cally involved when bench- 


marks are not met. 

“We always invest 
alongside others,” explained 
White. “So, if were not 
meeting our targets, every- 
one is collectively unhappy. 
And, depending on the 
nature of the miss, you take 
remedial steps and then 
build a plan to fix it.” 

In every situation, he 
said, there are opportuni- 
ties for improvement, 
whether that involves 
changes the management 
team can make or things 
HGGC can do differently. 

“If I were able to speak 
to every seller out there, 

I would hope they would 
appreciate how much 
we're willing to listen and 
how much we're willing 

to learn and be flexible 
with them,” said White. 

“I think sometimes there 
can be a perception that 
private equity can be heavy 
handed or difficult, but 
certainly our approach is 
collaborative and based on 
mutual goal setting. That 
doesn’t mean we're not 
demanding of ourselves 
and those we're working 
with, of course—we all 
have high expectations— 
but we have found our 
interactions with sellers to 
be very, very positive.” 


Lightyear 
Capital: 
The Domain 
Experts 


BY DIANA BRITTON 


Wealth management 
has been the focus of 
Lightyear Capital since its 
founding in 2000 by Don 
Marron, a financier, art 
collector and lifelong New 
Yorker. Prior to launch- 
ing the private equity 
firm, Marron was CEO 

of PaineWebber, the retail 
brokerage firm, and engi- 
neered the firm’s sale to 
UBS. Marron passed away 
in 2019. 

But brokerage exper- 
tise still flows through 
his firm. Mark Vassallo, 
managing partner and 
member of Lightyear’s 
investment committee, 
worked alongside Marron 
at PaineWebber and had 
an integral role in nego- 
tiating and managing the 
sale. Recently, Lightyear 
brought on Tom Naratil, 
former co-president 
of UBS Global Wealth 
Management, as an operat- 
ing partner. 

“In today’s environ- 
ment for financial ser- 
vices, there are obviously 
a significant number of 
great opportunities and 
management teams and 
companies that are looking 
for growth capital,” Naratil 


© 


said. “And there’s a lot of 
growth capital out there 
as well. But what portfolio 
companies are looking for 
is more than just a check. 
They also want to see that 
domain expertise.” 
Lightyear put that 
insider expertise to work 
when it completed its first 
deal in the wealth man- 
agement space, acquiring 
three independent broker/ 
dealers from insur- 
ance giant ING in 2010. 
The private equity firm 
rebranded the business to 
Cetera Financial Group. 
In 2012, with Lightyear’s 
help, Cetera acquired 
Genworth Financial 
Investment Services. 
“Once there really was a 
separation between manu- 
facturing and distribution, 
these (insurance) firms 
began to divest what ulti- 
mately became non-core,” 
said Max Rakhlin, a man- 
aging director at Lightyear, 
who works on the wealth 
management investments. 
“Because of the legacy 
of [Lightyear] and the 
expertise, knowing too 
much in effect, the firm 
was able to unlock these 
businesses and really stand 
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them up. In many ways, 
they were at scale startups 
that just didn’t have control 
over their own destiny.” 

The four b/ds were 
bought by RCS Capital in 
2014, the independent b/d 
network led by Nicholas 
Schorsch, in a $1.15 billion 
cash deal, a nice return for 
Lightyear and what many 
in the industry said was a 
steep multiple at the time. 

Lightyear made another 
splash in 2016, when it 
picked up another b/d 
network, Advisor Group, 
from AIG. Like Cetera, 
that involved pulling a 
network of advisors out of 
an insurance company and 
standing it up on its own. 
They hired current CEO 
Jamie Price, the former 
head of the wealth manage- 
ment advisor group of the 
Americas at UBS. 

In 2019, they sold the 
network to private equity 
firm Reverence Capital 
Partners for $2.3 billion. 

Lightyear has since 
invested in several regis- 
tered investment advisory 
firms, including Wealth 
Enhancement Group, and 
currently owns Allworth 
Financial and Cerity 


bo 


Partners, both fast-growing 
RIAs and active acquirers. 
Lightyear will typi- 
cally come in as a majority 

owner, and Vassallo says 
there’s no prescribed time 
horizon for exiting. 

He acknowledges that 
in the early days of private 
equity investment in the 
industry, there was angst 
over taking private capital 
and how it would impact 
the company’s work with 
advisors and its duty to cli- 
ents, and what a “moneti- 
zation event” would mean 
for everyone involved— 
good and bad. 

“I think all that anxiety 
is now gone because there’s 
adequate proof points that, 
in fact, these businesses 
grow,” he said. “They do 
better by the advisor, they 
do better by the client, 
they're putting in adequate 
compliance and technology 
structures. But there was 
this big, ‘Please don’t ever 
exit until everyone (is ina 
position to do) really well. 
And then, all of a sudden, 
it’s expected that firms will 
go through their lifecycle 
and have multiple partners 
as they continue to grow 
and scale.” E 
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Stone Point Capital: 
More Opportunities 


Than Capital 


BY DIANA BRITTON 


While Greenwich, 
Conn.-based Stone Point 
Capital has covered the 
wealth management sec- 
tor for 20 years, the firm 
didn’t do its first deal in the 
industry until 2012 when 
it acquired a 24.9% stake in 
SCS Financial. 

Why? After the global 
financial crisis of 2008, 
Stone Point saw how resil- 
ient wealth management 
businesses were to market 
volatility—clients looking 
for direction, or disap- 
pointed with the traditional 
brokerage model, moved to 
RIAs, which then came out 
of that period with more cli- 
ents as markets recovered. 

But while Stone Point 
saw how resilient the firms 
were, many struggled to 
scale. SCS seemed to have 
an answer: The firm was 
an early example of an RIA 
which disaggregated core 
business functions and 
teams around client service, 
investments, and opera- 
tions. That gave it flex- 
ibility, and it grew quickly. 
In the five years since their 
investment, SCS had tripled 
in size—all organic, says 
Fayez Muhtadie, managing 
director and co-head of pri- 
vate equity at Stone Point. 

In 2017, as SCS looked 


for additional investors 
and liquidity, the own- 
ers wanted “permanent 
capital.” Along came Focus 
Financial Partners, a fast- 
growing buyer of wealth 
management firms which 
could absorb some of the 
firms’ operational burden 
while helping them tap into 
a network of RIAs to bring 
additional, and more spe- 
cialized, services to clients. 
Focus checked all the boxes 
Stone Point was looking 
for and seemed to build 
upon the “scale” solution, 
Muhtadie said. 

“We asked ourselves, 
‘How many other SCSs 
are there across the U.S., 
maybe even potentially 
globally?” he said. “There’s 
really something here in the 
Focus business model.” 

Stone Point concurrent- 
ly sold SCS to Focus, and 
along with private equity 
firm KKR, took a majority 
stake in the firm. 

“We believe this is 
one of the few industries 
where, notwithstanding all 
the capital that has come 
into the industry, the pace 
of tuck-in opportunities 
continues to accelerate. 
And so there are still more 
opportunities than there is 
capital,” he said. “That was a 
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core part of our investment 
thesis back in 2017. And 
even until this day, I think 
it’s fair to say that they 

are probably the market 
leader. Theyre a well-oiled 
machine when it comes to 
their ability to source and to 
execute M&A transactions.” 

Stone Point kept its 
ownership stake through 
Focus’s IPO in 2018. 
Recently, Focus sharehold- 
ers approved an executive 
team plan to take the firm 
private again via a sale to 
Clayton, Dubilier & Rice. 
The deal cashes out all but 
its largest investor, Stone 
Point. Muhtadie said there 
are things they can do with 
the business that would be 
much more difficult if it 
stayed under the glare of 
the public markets. 

The Focus investment 
will roll out of one of Stone 
Point’s funds and into 
another, giving liquidity to 
existing LPs and restarting 
the clock with fresh capital. 
Once the deal closes, the 
private equity firm will 
own about 25% of Focus. 

Along the way, Stone 
Point also picked up stakes 
in IEQ Capital, a $18.3 
billion AUM RIA in San 
Francisco, and 401(k) ser- 
vice provider Ascensus. 


One of Stone Point's dif- 
ferentiators is the range of 
structures and deal terms 
the managers are willing 
to consider. The firm may 
be a minority or majority 
owner, but will never take 
100% of a business. 

Some companies 
may not even want to 
sell any equity; in those 
cases, Stone Point can 
help raise capital via its 
credit business. Wealth 
Enhancement Group, for 
instance, raised $250 mil- 
lion this year through a 
preferred security sourced 
from Stone Point’s credit 
fund. Preferred securities 
typically have provisions to 
convert the debt to equity 
and is increasingly a com- 
mon deal structure in the 
RIA space, Muhtadie said. 

“When you have a busi- 
ness that has strong cash 
flow characteristics that 
can withstand market 
volatility, you can prudently 
take on credit and lever- 
age,” he said. “Investors are 
now coming to appreciate 
that these businesses are far 
more resilient and durable 
than people gave them 
credit for, say, 10 years ago. 
So that’s why youre seeing 
more credit, more leverage 
into the space.” E 
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Thomas H. 
Lee Partners: 


The Active 
Operators 


BY DIANA BRITTON 


Thomas H. Lee 
Partners was founded in 
1974 by the late Thomas 
H. Lee, one of the early 
pioneers in private equity. 
Lee (who took his own life 
earlier this year) left THL 
many years ago to launch 
his second private equity 
firm, Lee Equity Partners. 
THL holds to the founder’s 
strategy of bringing deep 
focus to what the firm 
calls “Identified Sector 
Opportunities,” or ISOs, 
within high growth, verti- 
cally integrating industries. 

The ISO around wealth 
management started in 
2016 when THL hired 
Gurinder Ahluwalia, 
the former president 
and CEO of AssetMark 
and co-founder of 280 
CapMarkets, as an execu- 
tive partner. The private 
equity firm landscaped 
the entire market of the 
large platform RIAs; at 
that time, there were only 
a handful to choose from, 
unlike today, when there 
are more than a dozen 
platforms backed by pri- 
vate equity investors. 

At the time, one of the 
few scaled RIA platforms 
was Hightower, and in 
2018, THL acquired a 


“significant” stake in the 
Chicago-based firm. 

“Unlike probably the 
other private equity-backed 
players, they had a more 
unified approach and con- 
solidated approach; it’s not 
just buying (a firm) and 
leaving everyone alone,” 
said Ganesh Rao, managing 
director at THL and head of 
its financial technology and 
services investment team. 

But there was work to 
be done. Hightower was 
founded as a wirehouse- 
type partnership model 
but had grown the busi- 
ness quickly, with some of 
the earlier partners feeling 
the strain. There grew to 
be a lack of trust between 
many of the advisors on 
the platform and the man- 
agement team. 

“We knew it wasn’t a 
perfect company, and we'd 
need to use our invest- 
ment as a catalyst to really 
optimize the business. We 
became very involved,” 
Rao said. 

To re-establish trust 
with Hightower’s advisors, 
THL successfully negoti- 
ated transactions with 
each of the firm’s advi- 
sors to make them fully 
affiliated with Hightower. 


When THL closed on their 
investment in early 2018, 
Hightower owned 23% of 
the revenue of the advisors 
on the platform; today, it 
owns 98% of the revenue of 
its advisory businesses. 

While a hands-on 
approach to the day-to-day 
business may be unusual 
for some private equity 
firms, THL knew it would 
need to be active to gain 
the credibility and trust of 
the advisors. 

“We don’t think of our- 
selves as just deployers of 
capital,” Rao said. “We're 
very active partners and 
helpful members of a com- 
pany, not just people that 
go to board meetings and 
ask questions.” 

The next step in THLs 
strategy was to shift away 
from Hightower’s “rental” 
model of providing back- 
office services for a fee, 
to acquiring advisory 
practices themselves. In 
April 2018, with THL’s 
help, Hightower acquired 
Houston-based Salient 
Private Client, the wealth 
management business of 
Salient Partners, in its 
largest single RIA office 
acquisition. 

THL also brought in 


tenured wealth manage- 
ment executive Bob Oros to 
succeed Elliot Weissbluth 
as CEO; since then, Oros 
has led what he calls a “stra- 
tegic shift,” building out 
and unifying Hightower’s 
management team, the 
firm’s infrastructure, and 
its acquisition strategy. 
Since THLs investment, 
Hightower’s EBITDA has 
grown from about $30 mil- 
lion to $300 million. 

While Hightower has 
been a big focus, Rao says 
THL is open to making 
other investments in the 
wealth management space, 
including independent bro- 
ker/dealers or RIAs. The 
firm targets companies 
with between $300 million 
and $5 billion of enterprise 
value, and it averages a 
five-year time horizon on 
its investments. 

THL would also like to 
make an investment in the 
wealthtech space, and the 
firm is spending a lot of 
time looking at opportuni- 
ties, Rao says. There are not 
many tech companies for 
advisors that have the scale 
and trajectory that fit THLs 
ideal investment profile, 
he says—though the search 
will continue. E 
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The Puzzler 


BY JOHN KADOR 


Are You Smarter Than a College Financial Planning Student? 


The Financial Planning Challenge is an annual competition for undergraduates enrolled in financial planning degree programs 


registered with the CFP Board. Organized by the Financial Planning Association, the challenge engages students in preparing 


and presenting a complete financial plan as well as demonstrating expertise by answering questions about retirement planning, 

taxes, insurance, estate planning and CFP policies. 
This quiz is based on actual questions from the part of the competition known as “How Do You Know?” in which student 

teams compete in a game-show-style format at the FPA’s annual conference. Test your skills against those of the student 


teams who, with the clock running, generally nailed the answers to these 10 questions from the past two Financial Planning 


Challenges. The questions are presented in increasing order of difficulty. 


1. Which of the follow- 
ing is the logical first 
step in the budgeting 
process? 


A. Decide how much 
is to be saved or 
invested 

B. List all the catego- 
ries and amounts of 
fixed expenditures 

C. Estimate all the 
income and income 
sources for the bud- 
get period 

D. Eliminate all discre- 
tionary expenditures 


2. Which of the follow- 
ing would appear on a 
statement of financial 
position? 


A. Client’s salary 

B. Homeowner’s insur- 
ance premium 

C. Bond coupon pay- 
ments 

D. Home mortgage 
balance 


3. Theodore has a med- 
ical bill in the amount 
of $26,000. His medi- 
cal plan has a $6,000 
deductible, with 80/20 
coinsurance and a 
$12,000 out of pocket 
max. How much of 

the medical bill is he 
responsible for? 


A. $5,200 B. $10,000 
C. $12,000 D. $18,000 


4. Which of the follow- 
ing is a qualified trans- 
fer and not subject to 
transfer taxes? 


A. $14,000 gifted to a 
child as a deposit 
on anew home 

B. $16,000 paid to a 
car dealer for their 
child’s first car 

C. $26,000 gifted to a 
family member to 
use for their college 
expenses 

D. $20,000 paid to 
the university their 
niece attends for 
her tuition 


5. Andy, Bruce and 
Charles are equal 
owners in a business. 
They each contrib- 
uted $100,000. The 
business is currently 
appraised at $1.2 mil- 
lion. They are consid- 
ering a cross-purchase 
buy-sell agreement. 
How many life insur- 
ance policies would 
be issued to fund this 
agreement? 


A. Three policies for 
$100,000 each 

B. Three policies for 
$1.2 million each 

C. Six policies for 
$200,000 each 

D. Six policies for 
$400,000 each 
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6. Under the candidate 
Fitness Standards, if a 
person who wants to 
achieve CFP certifica- 
tion has been convict- 
ed of embezzlement, 
which of the following 
is correct? 


A. If the conviction is 
more than 10 years 
ago, the candidate 
may become certi- 
fied. 

B. The candidate is 
permanently barred 
from certification. 

C. Certification is pos- 
sible but may be 
delayed by time 
served for the offense. 

D. The candidate 
can achieve certi- 
fication immedi- 
ately because the 
criminal penalty 
had already been 
assessed and dou- 
ble jeopardy would 
otherwise apply. 


7. Which money dis- 
order is characterized 
as the inability to say 
“no” when someone, 
such as a family mem- 
ber continues to ask 
for money? 


A. Financial depen- 
dence 

B. Financial enabling 

C. Financial denial 

D. Financial enmesh- 
ment 


8. Which of the follow- 
ing can be used for 
tax-free distributions 
to cover fees, supplies 
and equipment for a 
qualified registered 
apprenticeship? 


A. UGMA/UTMA 

B. 529 Prepaid tuition 
plan 

C. 529 savings plan 

D. Coverdell Education 
Savings Account 


9. Jessica would like 
to buy a Jet Ski in five 
years. She would like 
to have $5,000 saved 
for the purchase. She 
is willing to save each 
month. How much will 
she need to save each 
month to reach her 
goal if she can earn 3% 
interest? 


A. $77.34 B. $82.91 
C. $941.77 D. $995.01 


10. Fern is making her 
required minimum dis- 
tribution for 2022. Her 
calculated distribution 
is $12,500. Fern has 
distributed $8,000 as 
of Dec. 31, 2022. What 
will she pay in penal- 
ties for not meeting 
her minimum distribu- 
tion this year? 


A. $270 
C. $2,250 


B. $450 
D. $4,500 
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WA Industry 
Awards 


Congratulations to the 2023 Industry 
Awards Finalists for their outstanding 
support of financial advisor Success 


ADVISOR SUPPORT PLATFORMS 
Office of Supervisory Jurisdiction (0SJs) 
Affiliated Advisors 

Pilot Financial 

Registered Investment Advisors (RIAs) 
Bluespring Wealth Partners 

Carson Group (2) 

Dynasty Financial Partners 

Hightower Advisors 

Private Advisor Group 

RFG Advisory 


COMPLIANCE/LAW FIRMS 


Kupfer & Associates 
MarketCounsel Consulting 


CORPORATE SOCIAL RESPONSIBILITY 


Allworth Financial 

‘ambridge Investment Research 

etera Financial Group 

anney Montgomery Scott 

ohn Hancock Investment Management 
hrivent Advisor Network 

TueShares ETFs 


CUSTODIANS 


Practice Management 
NY Mellon | Pershing 
idelity Investments 
Technology 
Altruist 
Apex Fintech Solutions 
quity Advisor Solutions 
Thought Leadership 
Apex Fintech Solutions 
idelity Investments 


FAMILY OFFICES 


Client Initiative 
ank of America Private Bank 
Key Family Wealth 
Wilmington Trust 
Thought Leadership 
amily Office Real Estate Institute 
Key Private Bank 
Morgan Stanley Family Office Resources 
NewEdge Wealth 
‘ockefeller Global Family Office 
Wilmington Trust 


INDUSTRY RESEARCH PROVIDERS 


he American College of Financial Services (2) 
VettaFi 


ASSET MANAGERS 


Alternative Investments 

AllianceBernstein - Bernstein Private Wealth Management 
AXS Investments 

TowdStreet Advisors 

aglebrook Advisors 

Franklin Templeton 

Hamilton Lane 

KraneShares 

StepStone Private Wealth 

limited Funds 

haritable Giving/Donor Advised Funds 
iduciary Trust Company 

chwab Charitable 

hief Executive Officer of the Year 

oseph “Joe” Sullivan, Allspring Global Investments 
reg Bassuk, AXS Investments 

Scott MacKillop, First Ascent Asset Management 
Vicki Benjamin, Karner Blue Capital 

Samuel Adams, Vert Asset Management 

oris Meister, Wilmington Trust 

Chief Marketing Officer of the Year 

John Le, Cambiar Investors 

ara Guiliano, Nuveen Investments 

Matt Seitz, Prosperity Capital Advisors 

Client Experience Initiative 

S Investments 

J.P. Morgan 

Wilmington Trust 


BROKER-DEALERS 

Chief Executive Officer of the Year 

avid Millican, Arkadios Capital 

rew Jackson, Concorde Investment Services 

Michael Graham, Midwestern Securities Trading Company 
Jamie Price, Osaic 


BROKER-DEALERS (1,000 Advisors or More) 
Chief Technology Officer of the Year 

reg Gates, LPL Financial 

asey Franz, Merrill Wealth Management 

Vin Campagnoli, Raymond James 

Digital Marketing Campaign of the Year 
‘ambridge Investment Research 

Voya Financial 
Diversity, Equity and Inclusion 
‘ambridge Investment Research 
etera Financial Group (2) 
incoln Financial Network 

PL Financial (2) 
saic 
Practice Management 

ambridge Investment Research 
etera Financial Group 
ommonwealth Financial Network 
Kestra Financial 


Digital Marketing Campaign of the Year 
Cohen & Steers 

FS Investments 

Hamilton Lane 

Natixis Investment Managers 

Direct Indexing 

Natixis Investment Managers 

Neuberger Berman 

Parametric 

Diversity, Equity and Inclusion 

Bay Street Capital Holdings 

Nationwide Financial - Retirement Institute 
Environmental, Social and Governance (ESG) Investing 
Fiduciary Trust International 

GoldenTree Asset Management 

Hamilton Lane 

Karner Blue Capital 

TOBAM 

Vert Asset Management 

ETFs 

American Century Investments 

AXS Investments 

F/m Investments 

Innovator ETFs 

KraneShares 

NightShares 

limited Funds 

Fixed Income 

idelity Investments 

PIMCO 


PL Financia 
aymond James 
Service 
Atria Wealth Solutions 

Avantax Wealth Management 
ommonwealth Financial Network 
Kestra Financial 

PL Financia 
saic 
aymond James 
Technology 
J.P. Morgan Wealth Management 
Merrill Wealth Management 
Morgan Stanley (2) 

aymond James 

Thought Leadership 

ambridge Investment Research 
etera Financial Group 

saic 

Transition Support 

etera Financial Group 

Kestra Financial 

Prudential Financial 


SUCCESSION/OWNERSHIP TRANSITION SERVICES - 


NON CUSTODIAN/BROKER-DEALER 


DeVoe & Company 
Hightower Advisors 


Oj informa connect 


Succession Resource Group 
The AmeriFlex Group 


Wealth 
O Management.com 


‘ockefeller Asset Management 
VanEck 

Goals-based Investment Platforms 
ranklin Templeton 

Nebo by GMO 
New Product Development 
AXS Investments 


aglebrook Advisors 

flexPATH Strategies 

Kestra Investment Management 
NightShares 
Sagona Capital 
TueShares ETFs 
VanEck 
WisdomTree 

Thought Leadership Advisor Education 
lackRock 

ION Investments 

lexShares Exchange Traded Funds 
(Managed by Northern Trust) 

Janus Henderson Investors 

Kestra Investment Management 
KraneShares 

SpiderRock Advisors 

Voya Financial 

Thought Leadership Product Enhancement 
J.P. Morgan 

NightShares 

VanEck 


BROKER-DEALERS (Fewer Than 1,000 Advisors) 
Digital Marketing Campaign of the Year 
Bernstein Private Wealth Management 
Concorde Investment Services 
Prospera Financial Services 
Diversity, Equity and Inclusion 
Janney Montgomery Scott 

Prospera Financial Services 

Sigma Financial Corporation 

Stifel Independent Advisors 

Practice Management 

ornor, Townsend & Kent 

egal Financial Group 

Sigma Financial Corporation 

Service 

rospera Financial Services 

Sigma Financial Corporation 
Technology 

ernstein Private Wealth Management 
Copper Financial 

Janney Montgomery Scott 
radeStation 

Transition Support 

janney Montgomery Scott 

Sigma Financial Corporation 


RETIREMENT INCOME 
Allianz Life 


Retirement Income Solutions Assessment (RISA) 
TruStage 


TECHNOLOGY PROVIDERS 


Account Aggregation 

ueleaf 

Method Financial 

Wealth Access 

Alternative Investment Platforms 

AltExchange 

roadridge 

AIS 
anoe Intelligence 


to Investments 
+SUBSCRIBE 
N Private Markets 
Artificial Intelligence 
Alphathena 
Atlas Poin 
ogniCor Technologies “CogniCor” 
Partners 
ledgeSPA 
ulse36l 
Business Support Systems | Workflow Automation 
ogniCor Technologies “CogniCor” 

eMoney Advisor 

anoramix 
ulse36l 
Cash Optimization 
ourish 
MaxMylnterest 

Chief Executive Officer of the Year 
ill Capuzzi, Apex Fintech Solutions 
. Adam Holt, Asset-Map 

Matt Brown, CAIS 

awrence Calcano, iCapital 

e Larizza, Mirador 

Aaron Klein, Nitrogen 

Kim Crawford Goodman, Smarsh 

ert Sofia, Snappy Kraken 

Aaron Schumm, Vestwell 

avid Benskin, Wealth Access 


s 


g 


DISRUPTORS 


Industry 
Advisor Circle 
ridgeF 
Merrill Wealth Management 
Technology 

Altruist 
Amplify Reviews 
ridgeF 
affy.or 
FD Partners 

uardian Mineral Management & Consulting 
Morgan Stanley 

rion Advisor Solutions 


INSURANCE 


lobal Atlantic Financial Group 
jackson National Life Insurance 
Modern Life 

Nassau Financial Group 


TRUSTS 


Bank of America Private Bank 
Fiduciary Trust of New England 
Trustate 


TAMPs 


Model Marketplaces 
Amplify Technology 
FusionlQ 

SMArtX Advisory Solutions 
The Pacific Financial Group 
TAMPs 

AssetMark 

Fusionl0 

GeoWealth 


Chief Marketing Officer of the Year 

Abby Salameh, CAIS 

Ryan George, Docupace 

Craig Clark, Nitrogen 

Angel Gonzalez, Snappy Kraken 

Client Onboarding / New Account Opening 
Apex Fintech Solutions 

Orion Advisor Solutions 

Client Portals 


SS&C Black Diamond Wealth Platform 
Wealth Access 

Compliance 

Hearsay Systems 

Orion Advisor Solutions 

Presults 
SIGNIX 

Smarsh 

Smartria 

CRM 

rion Advisor Solutions 
WealthHub Solutions 
Direct Indexing 

harles River Development 
interactive Brokers 

rion Advisor Solutions 
Rowboat Advisors 
Vestmark 
Diversity, Equity and Inclusion 
Apex Fintech Solutions 
roadridge 
hoir 
FD Partners 
SEI 
Document Management 
anoe Intelligence 
'utureVault 

aserfiche 
Wealth Access 


INDIVIDUAL RIA FIRM LEADERS 


Chief Executive Officer of the Year 
Scott Hanson, Allworth Financial 

Rob Francais, Aspiriant 

Sonya Mughal, Bailard 

Paul Saganey, Integrated Partners 

Rick Kent, Merit Financial Advisors 

Rob Sechan, NewEdge Wealth 

leather Robertson Fortner, SignatureFD 
Reza Zamani, SteelPeak Wealth 

Michael J. Nathanson, The Colony Group 
eo Kelly, Verdence Capital Advisors 
Matt Regan, Wealthcare Capital Management 
Chief Marketing Officer of the Year 
rad Boekestein, Allworth Financial 
ammie Doder, Aspiriant 

Marissa Fox-Foley, Choreo 

ary Foodim, Mercer Advisors 

ouis Calabrese Ill, Robertson Stephens 


RETIREMENT PLAN SUPPORT 
AND ADVISOR SERVICES 


40I(K) Service 

andidly 

intellicents 

eafHouse 

Morningstar Investment Management 
Pontera 
Wise Rhino Group 
401(k)Technology 
idMoni 

andidly 

idelity Investments 
eafHouse 

Pontera 
PAI 
Aggregators CEO of the Year 

raig Reid, Marsh McLennan Agency 
Vince Giovinazzo, RPAG 


Innovation New Applications 
‘ogniCor Technologies “CogniCor” 
FP Alpha 

Method Financial 
Nitrogen 

rion Advisor Solutions 
Summit Wealth Systems 
VRGL 
Innovation Platforms 
BridgeFT 
apintel 
lements Technology 
nvestnet 

FactSet 

Halo Investing 
Invent 

Practifi 

Vanilla 

Zoe Financial 
Marketing Automation 

atchlight 

FMG Suite 

rion Advisor Solutions 

Snappy Kraken 

Model Marketplaces 

Adhesion Wealth Advisor Solutions 
harles River Development 

Kwanti 

Portfolio Analytics 

actSet 

ledgesPA 

nvestSuite 

Zephyr 

Portfolio Management, Accounting 
and Performance Reporting 

digit Inc. 

eafHouse 

Pontera 

Rebalancing 

Advyzon 


Stephanie Goldstein, The Colony Group 
Chief Technology Officer of the Year 
Paul Algreen, Cresset 

Christine Cataldo, Mercer Advisors 

JP Pattinson, Merit Financial Advisors 
Vikram Chugh, Robertson Stephens 
Innovator of the Year 

Mary Kate Gulick, Carson Group 

Jeremiah Barlow, Mercer Advisors 

Alex Goss, NewEdge Advisors 

M&A Leader of the Year 

Pat McClain, Allworth Financial 

Jamie Hopkins, Carson Group 

Jim Kacic, MAI Capital Management 

Dave Barton, Mercer Advisors 

Kay Lynn Mayhue, Merit Financial Advisors 
Glenn Spencer, Prime Capital Investment Advisors 
Tinovy losovich, The Colony Group 

Rising Star of the Year Honorees 
Kristian Mtetwa, 49 Financial 


S 


Randy Long, SageView Advisory Group 

Jeff Cullen, Strategic Retirement Partners 
Broker-Dealers - Wealth and Retirement Integration 
Cambridge Investment Research 

Morgan Stanley 

Osaic 

UBS 

DCIO Providers - Advisor Valued-Added Programs 
Franklin Templeton 

Putnam Investments 

Stadion Money Management 

In-plan Retirement Income - Product or Service 
Allianz Life 

Annexus Retirement Solutions 

Edelman Financial Engines 

Income America 

PensionPlus 

Record Keepers - Retirement Plan Advisor Support 
John Hancock (2) 

Nationwide 


intelliflo 

MyVest 

SMArtX Advisory Solutions 
Vestmark 

Retirement Income 

roadridge 

'uture Capital 

ncomeConductor 

anoramix 

ensionPlus 

Risk Tolerance / Client Profiling 
Andes Wealth Technologies 

Helios 

Securities-based Lending 

oldman Sachs Private Bank Select 
Supernova Technology 

PTIO 
Social Media Leadership 

MG Suite 

Specialized Planning Applications 
Asset-Map 

ento Engine 

Special Needs Map 

Vanilla 
Wealth.com 

Thought Leadership 
Advisor360° 

AdvisorEngine 

Asset-Map 

eMoney Advisor 

Finance of America Reverse 
Invent 
Nitrogen 

Snappy Kraken 

Unified (All-In-One) Systems 
Advyzon 

Envestnet 

MyVest 

Orion Advisor Solutions 


Marcus Magyar, CAPTRUST 

Samantha Allen, Carson Group 

Andrew Krei, Crescent Grove Advisors 

rooklyn Brock, Ellevate Advisors 

Nate Hoskin, Hoskin Capital 

Andree Mohr, Integrated Partners 

ennifer Baick, Mercer Advisors 

Alex Goss, NewEdge Advisors 

fayley Wood Bates, Signature Estate & Investment Advisors 
Alison Burkett, Snowden Lane Partners 

rik Schuster, Thrive Financial Services 

aitlin Frederick, Ullmann Wealth Partners 

Thought Leader of the Year 
an Seder, Blue Chip Partners 
rin Wood, Carson Group 
Nate Hoskin, Hoskin Capital 
erek N.H. Notman, Intrepid Wealth Partners 

Quint Tatro, Joule Financial, A Bluespring Wealth Partner 
Martine Lellis, Mercer Advisors 
oss Marino, Transitus Wealth Partners 


MARKETING | PR FIRMS 


Digital Campaign of the Year 
FiComm Partners 

Intention.ly 

Three Crowns Copywriting & Marketing 
PR Campaign of the Year 

FiComm Partners 

Haven Tower Group 

Keramas 

Lyceus Group 


Winners announced during a black-tie dinner and awards ceremony 
at the Ziegfeld Ballroom in New York City on September 7, 2023 


Working to make retirement 
clear for everyone. 


Starting with you. 


Let’s face it. Retirement can be confusing for just about everyone. At Jackson®, we're here to 
help remove the uncertainty that complicates your clients’ plans. Our award-winning customer 
call center* and user-friendly website make navigating everything easier for you. Together, we 
can help make retirement clear for everyone. 


SEEK CLARITY AT JACKSON.COM 


*SQM (Service Quality Measurement Group) Contact Center Awards Program for 2021. 

Annuities are issued by Jackson National Life Insurance Company (Home Office: Lansing, Michigan) and in New York by Jackson National Life Insurance Company 
of New York (Home Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC, member FINRA. These products have 
imitations and restrictions. Contact Jackson for more information. 

Jackson® is the marketing name for Jackson Financial Inc., Jackson National Life Insurance Company®, and Jackson National Life Insurance Company of New York®. 


Not FDIC/NCUA insured © May lose value © Not bank/CU guaranteed 
Not a deposit ¢ Not insured by any federal agency 
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